SOVIET ECONOMICS 

A Sytnfosium edited by 
DR. GERHARD DOBBERT 

Tranilsitd from the German l>y 


LONDON 

JOHN LANE THE BODLEY HEAD LTD, 



Tiil u tht authonieS Cs^Iith tnoilitiua 
of die Geraifl raiume *'Die Sate 

Englub ihUtnfintfMutti tx 



EDITOR’S INTRODUCTION 

The nse of the Soviet Union marks for all branches of 
economic, cultural and pohtical hfe the opening of a 
new^ra In a country of enormous area, with a popu- 
lation which to-day already exceeds 165,000,000 and 
which IS increasing by about 3,500,000 each year, the 
old order has b een overturned, and something radically 
(M^nt has been put in its place Tbs new order has 
not yet assumed any final form, it is struggling to 
realise its own underlying prmciples , it is also strugglmg 
for its place m the world, and for its acceptance by the 
world 

The problem of SovietRussia is to-day one of the most 
urgent orproblems not only m Soviet Russia itself but 
also outside its boiiders. The outcome of the Bol- 
sheviks’ vanous attempts to establish the Socialist 
Commonwealth is of importance to the fate of the whole 
world The influence of the New Russia is traceable 
m greater or leSSTneasure m every quarter and m every 
country It ste everyone, it compels every tbnking 
person to equip himself contmualiy with information 
about developments in the Soviet Union, it is a 
challenge to each individual to come forward with bs 
own opinions quite regardless of whatever may be bs 
political loyalties and bs vieire on human society To 
meet this need there has ansen a krge body of hterature 
about Russia, of every kind and tendency 

The object of the foDowmg essays is to investigate 
the economics of Bolshevism, the basis of the new 
cultural and ppbtieal -onferTB-S^et Russia One 
thmg shojilitTiere be specially noteo*^ the progress 
of Bolshevism towards its aesomt^d goal— towards 
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pure Sociabsm, ' ’ ' ’ ' " 

and then in th 

not^i^sjrai|;h 

overreach'e? itsi ^ 

it makes grave errors which cause serious damage 
and have to be corrected at the cost of much sacnhce, 
its leaders have often been forced to " withdraw their 
front hne ' in order to avoid the dangers which are 
associated with the attempt to attain obviously 
unattainable objects, and then, after a breathing space, 
to push forward in an entirely new direction Charac- 
teristic features of these constant tactical change are 
the apparent contradictions in economic^ims (often 
dictated by the Party’s instinct for self-preservation) 
and the intense feverish activity m the struggle for 
Socialism which have been noticeable m the economic 
and pohtical life of Soviet Russia up till now 

If with the publication of this volume a fresh con- 
tribution IS made to our knowledge of Soviet economics 
it IS not so much because the book deals wth the latest 
stages m the economic development of the U S S R as 
because the book gives imormation about Soviet 
Russia m a manner which has not been employed 
before Fourteen specialists m Russian affairs experts 
and international press representatives in Moscow have 
here combined in fnendly co-operation to explain the 
problems of Soviet economics and to examme the 
latest stages of its development This co-operation of 
experts and correspondents this association of the 
abilities and talents of different nations has resulted m 
a volume in which a controversial subject such as the 
USSR can be. mote conectly exanuned. than, m an ig 
book however able written by one author alone The 
book appeals to the ividest pubhc, and is appearing m 
several languages 

It IS for the most part capitahstically minded 
Europe and Amenca whidi is here pronouncing judg- 
ment on the Soaahst economics of Russia The 
authors are in so far entitled to judge as they are all 
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reliable and conscientious experts on Russia whose 
activities up till now qualify them specially for this 
examination m undertaking their contnbutions they 
have each felt it tlieir duty to joite as impartially and 
as objectively as possible An attempt has been made 
to bmld up as unbiassed a picture as possible It was 
therefore thought best to refrain from seeking the 
CO operation of Russian emigrants and Soviet Russians 
Each contributor reports on the special subject of which 
he has the most expert knowledge Each is absolutely 
free to say what he hkes Consequently the opinions 
and the facts collected in each essay are given on the 
sole responsibihty of each individual author 
The editor s problem has consisted in the realisation 
of his idea of producmg on the basis of the new method 
of exposition mentioned above a symposium which 
would enable a wde circle of readers to obtam as 
comprehensive and as objective information as possible 
about Soviet economics and so to form their o\m inde 
pendent judgment upon the matter He has confined 
Siimself apart from his own contnbution on his special 
subject to the organisation of the book and to the 
arrangement of the essays in formal order He would 
like at tins point to make particular mention of the tire 
less and loyal co operation which he has received from 
a certain authontative quarter and to express his 
thanks to the authors and to all who were interested 
in his plan and have helped it forward 
This vohme marks but the first step on tlie new-ioad 
towards an understanding of Red Russia Prepara- 
tions are in hand to extend it to the next steps first 
on the cultural and then on the political side A 
beginmng has purposely been made with Soviet 
Economics The Bolsheviks themselves set this 
problem m the forefront for accordmg to their doctnne 
every social and pohtical development is dictated by 
economic development consequently the subject of 
economics is to be regarded as the most important 
theatre of the struggle m which the question of its 
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ultimate aim— the realisahon of complete Sociahsm— 
IS fought out, and in which the fight for “ Red Culture ” 
and " The Red State ” is determmed 
It IS obvious that Soviet economics as the first 
attempt on a gigantic scale to reahse the Sociahst order, 
must give nse to a mass of fundamental problems 
Can they be solved, and how will they be solved ’ All 
attempts of the Soviet Union to solve them are clearly 
the mors important as the process of solution advances 
outside the Soviet borders within the old order of 
pnvate capitalism, with its basis of individual initiative 
and profit-making incentive and as this gives pbce t o a 
planriftd_jyoTi nmie^ ord er The capitalistic world is 
also struggling to give birth to new economic forms 


course of economic development is less possible to day 
than ever before It is unquestionably true, however, 
that the econo mic syst em of , th e. Soviet Union which 
owing to itflfC^oincunpulse and owmglo its pecuhar 


judgment founded on a picture which is necessarily 
diverse owing to the national and personal idiosyn 
crasies of the authors — ^this is the object of this book 
It will serve the cause of truth as it speaks freely of what 
IS actually happening, and this is its best hope of 
countenng many false and biassed opmions which 
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are current concerning the Soviet Union, and of bringing 
to the rest of the world some understanding of the 
endeavours being made in that country, at the cost of 
heavy sacrifices, to estabhsh a new order of society. 
Let the authors now speak for themselves, 

G. D. 

Rome, Augusi 1932. 
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PLANNED ECONOJIY 
By William Henry Chamberlin 

(Moscow Correspondent of the Christian Science Monilor) 

CpTRAiiSED State planning is the most_OT^^ and 
distinctiyeieature-oi the Soviet economic system? This 
S3'stem still employs, to a greater of less extent, many 
elements of capitJ^t technique. Labour productivity 
is stimulated by differential wage-scales and by piece- 
work methods of pajment”; goods and services”are 
still, in the main, paid for with money ; State industries 
and enterprises are required to balance their accounts 
and are apt to find their credits cut off by the State 
banks if they do not do so. 

But overwhelmingly the greater part of the Soviet 
economic life proceSis in accordance with a national 
plan of development worked out and confirmed by the 
Government. This plan presupposes State domination 
of all the branches of the national economy : industry, 
agriculture, banking, domestic and foreign trade, etc. 
The significance of economic planning in the Soviet 
Union has increased in direct proportion to the growth 
of State control over all the basic branches of economic 
life. 

The first Five-Year Plan, which went into effect on 
Octobjr.Jst,_ip28, and will come to an end on Decem- 
ber srst, 1932, “was nicked by the sweeping reduction 
of the r 61 e of private! capital in those fields where it 
possessed some strength during the first years of the 
New Economic PoUqt, in agriculture and in retail 
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trade. The second Five-Year Plan, which wdl ran 
from January ist, 1933, until December 31st, 1937, 
sets as its goal h" the finajjiquidation of capitalist 
elements and of classes in general. So planned 
economy in the Soviet Union has developed and is 
developmg on the basis of increasing and now almost 
complete State control over every branch of economic 
activity. 

Complete State control of national economic life 


goods, the exaction by the State of the peasants' 
surplus products at fixed pnces, the regimentation of 
labour. By the latter part of 1920, when the system of 

ide 

• • ate 

to 

small shops employing_ five or fen workers. 

But this concentration'oreconomic resources in the 
hands of the State ivas primarily designed to meet a 
war emergency. During this period, under the triple 
influence of cml war, blockade and the sudden intro- 
duction of a new system of management and control, 
industrial and agricultural productivity steadily sank. 
There was no possibility of underfakmg new projects 
of large-scale economic development. 

In 1921, when " war communism " was abandoned 
and the so-cafledlSewlEcononiic'Pdiicy was introSuceh, 
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levied first m kind, later m money Pnvate trade 
was again allowed and a number of small factones 
were leased Tiy the State to Russian and foreign con- 
cessionaires The State contmued to operate the large 
industnes and mmes and the transport system and 
maintained control of the banking system and a mono 
poly of foreign trade This 'system, under which 
capitalist and socialist elements were mixed, left less 
scope for large scale national economic planning 
\Vliile the State could prescnbe programmes of output 
for its factories these programmes were dependent in 
no small degree on the peasant output of food and raw 
material, and this output, so long as the ovenvhehnmg 
majonty of the peasants remained small individual 
producers, could he influenced, but not directly feed, 
by the State 

Despite the concessions to private capitalist enter- 
pnse which were made under the New Economic 
Policy the Communist leaders never lost faith in the 
possibility of building up m the Soviet Umon a socialist 
system m uhich State economic plannmg would be 
an important element In 1922, in the first year 
after the introduction of the new policy, Lenm declared 
“ At any cost we shall solve this problem that N E P 
(New Economic Policy} Russia shall become socialist 
Russia ” 

The first large scale expenment in State economic 
plaimmg was the preparation by the State Commission 
for the Electnfication^of Russia (established m Febm 
ary 1920) of a scheme for the building throughout 
Russia of a network of electnc power plants, designed, 
m fhe .Txiaiu, fo iumisb power for industrial and 
cultural enterprises This scheme was ratified by the 
Eighth Congress of Soviefa, which met m December 
1920 In 1925 planning advanced a further stage 
when so called " control figures/' which attempted to 
forecast the results of the year 1925-26 m such vaned 
fields as industry and agriculture, pnces and credit, 
labour productivity and wages, wer§ dra\vn up by the 
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State^ Planning Commission, an organisation whose 
functions will be descnbed in more detail later. In 
1926 a flve-ye^ plan, proj ecting the economic^develop- 
ment of the country from ig2&lihril 1931^ was pre- 
paredr"Mr.''G.‘‘M. Krzhizhanovsky, who was at that 
time President of the State Planning Cormnission, in 
his introduction to this first five-year plan, offered a 
definition of its objective which would hold good for 
Soviet planned economy in general. This objective, 


wthout crises at the qmck^t possible tempo for the 

f i‘ ■ .> ‘ ' ' 'the 

• as 

- " of 

Soinet economists believe that their planned socialist 
economic order is definitely superior to the unplanned 
private capitalist order, where production and ‘‘dfstri- 
bution are left l^ely to the free play of individual 
interests and of natural economic forces. ^ In parti- 
cular they are convinced that the combination of 
centralised planning^ with concentration orBl* the 
essentialSemenls of production in the hands of the State 
makes it possible to avqid the traditionaUrade^cycle 
and the recurrent peri ’ 
which haveTiithertO' ’ • ’ ' ' 

the private capitalist ^ ' 


/available for the satisfaction of the needs of the popu- 
lation much more.sureIy,and rapidly as a result of the 
introduction of planned economy. 

The technique of economic planning in the Soviet 
Union may be briefly described as follows, The main 
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consulting and advisory functions are vested in the 
State Planning.Comjnisaon, which has the status of a 
committee attached to the Council of Labour and 
Defenre, the Soviet economic cabinet. The State 
Planning Commission is headed by a governing board 
of twenty-two members, appointed by the Government. 
Among its employees, of whom there are more than 
1,000, are engineers, agronomes, economists, statisti- 
cians, experts in trade and finance. A bureau of 
national economic planning co-ordinates the work of 
the various special sections into which the State Plan- 
ning Commission is divided. Among these sections are 
the power section, which has charge of fuel and elec- 
tricity j'^beindustrial section, which works out the 
control figures for indnstrial output; the agriculture 
section, which plans the extension of planted acreage 
and the distribution of various crops and generally 
guides the work of State and collective farms; the 
building .section, which projects new industrial and 
municipal building ; the transport and communications 
sections, which look after the development of raUroad 
and water transport and means of communication; 
and the section., of ...consumption and distribution, 
which endeavours to adjust supply and demand 
and to direct the flow of goods to the places where they 
are most needed. 

The State Planning Commission also includes a sec- 
tion of labour and trained experts, under which come 
the problems of supplying engmcers and,s!dlled workers 
and such labour questions as wages, productivity, 
social insurance and rules for protection of workers, a 
section oi economics and statistics, an organisation 
section, which plans the work of the Commission itself, 
and sections of Culture and Science, of which the forma 
specialises in general educational work and the latte in 
scientific research. 

The material on which the State Planning Commis- 
sion bases its recommendations and control fipres 
comes from a great variety of sources. Every factory 
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makes up its o«Ti production plan, which is passed on 
to the State trust, which has charge of a numher of 
factoriesnE trust makes up its orvn plan, based on 


the management of a single institution, the so-called 
Supreme_Economic Council; recently, in line with a 
general tendency towards decentralisation, the Supreme 

Economic Council h; 

ments ; a Conirnissa 
missariat for Laght" 

Timber, Each of ihese Coirnnissariats communicates 
its final projects to the State Planning Commission, 
which receives similar material from all other State 
departments and from the central organisations of the 
Slate and collective farms. On the basis of all this 

• . ' . ■ • 0 

of labour and raw material, the financial possibilities, 
etc. 

The funcjionspf the State Planning Commission ate 
those of aff egiert advisory' body, 'father than of ai 
economic dictator. Final authority in regard to thi 
confirmation or modification of the Commission’i 
schemes rests formally with the Soviet Govemmen 
and actually with the executive organs of the mlini 
Communist Party, In January 1932, for instance 
Sections for the making up of the second Five-Yea; 
Han were submitted to tfie Communist Party Comer 
ence on the basis of reports prepared by the Premier 
V. Molotov, and the President of the State Plaimin; 
Commission, V. V. Kuibishev, and approved by^ thi 
Political bureau, which is a potent inner cominittei 

..Jll.:— At.. r'nTTsmiffMa 
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been prepared by the State Planning Commission, an( 
tliis body will have the further function of working on 
more precisely the details of the second Plan, whid 
has so far only been shaped in general outline. 

The system of planning for five-year periods is basec 
on two_ considerations : first, that on the averagi 
Russia may expect one bad harvest in every five-yeai 
period, and secondly, that in five years a cycle of majo: 
new enterprises can be constructed and put inf( 
operation. As experience has shown, any five-yea; 
plan is almost inevitably subject to s ubstantial modi 
fications as a result of unforeseen circumstances 
More precision can reasonably be expected in the one 
yeac-projects, which are now prepared for each calenda: 
year. 

ti\^en the year's plan of national economic develop 
ment is adopted it is considered obligatorj? for all Stat( 
enterprises, and any failure to carry it out is regarded aj 
a senous' dereliction of duty. Improvements on th( 
original plaii, on the other hand, are welcomed, in so fai 
as they do not involve additional expense or other\vis( 
disturb the equilibrium which the plan endeavours t< 
establish, So factories and farms are encouraged tc 
put forward so-called counter-plans (vsfreichni plans) 
exceeding the required minimum as regards quantitj 
and quahty of output, amount of grain or other produc( 
to be sold to the State, etc. 

Lacking the^pnvate capHalist stimulus which coma 
from personal ownership of factories, stores, farms 
etc., the Soviet economic system has developed « 
number of socialist stimuli to production and alsc 
possesses an elaborate network of .controlling bodie; 
which supervise the execution of the plan. 

A typical Soviet stimulus to production is the sO' 
called socialisf cbmpetirion, which is usually carried or 
between factories or between institutions of similai 
size and characters. Representatives of the workers 
in two factories, for instance, will sign a contract to 
increase output, reduce waste, lower cost of production 
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more than the of&aal plan requires The wnner of the 
competition will be award^ a red banner and perhaps 
some other pnze; the loserrif the "showing has been 
very bad, ivill be held up to scorn and ndicule in the 
press 

n _ 1 4 * 1 , ji . 


and accounts of their achievements are printed m the 
newspapers, and they receive more tangible rewards 
in the shape of preferential supply of food and clothing, 
preferential adrmssion to rest-homes and sanatona, 
advantages as regards the admission of their children 
to the higher schools and universities, etc 
The most important and most constant Soviet 
agen • ' ' ' . . « . 

poht 1 

use I ! 

Workers' and Peasants’ Inspection The Pabkrm is 
really a board of Sfafe audit and^control It has the 
right at a'ny'fime^Tns^lIie functioning of any 
State institution and its reports are a regular source of 
information about the actual fulfilment of the plans 
in vanous fields of activity The Rabkrm is very 
closely associated with the Control Commission of the 
Communist Party, which fulfils m the Party something 
of the same functions as the Rabkrm m the State 
The economic department of the Gay^Pay Op,-, or 
.1? ^ nf 

control over the economic life of the county. 
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Soviet leaders are quite aware that, m the absence of 
any tolerated polifacal opposition, self cnticism is a 
vita! and essential meansMtevealmg abuses and failures 
and pointing out ways tor their conection 

Tfeoughout Russia there are nulhons of worker and 
peasant correspondents, » c workers and peasants who 
occasionally or regularly wnte to the newspapers 
about conditions m their factones and farms, and their 
correspondence is another source of information and 
control It IS a common Soviet practice for brigades, 
or small groups of workers, to investigate the work and 
examine the personnel of State institutions, and so- 
called " raids of the light cavalry " represent another 
fonn of control over the work of pubhc institutions 
The "light cavalry” consists of members of the 
Union of Coramunist Youth who, individually or in 
groups, without announcmg their purpose, visit shops, 
railroad stations, offices and other institutions and 
report alleged cases of bureaucracy or neglect of duty 

The Five Year Plan which was framed to cover the 
period from 1926 until 1931 did not correspond with the 
subsequent development of Soviet economic policies 
and was superseded by a new Five-Year Plan, which 
went into effect on October ist, 1928, and was originally 
supposed to run until October ist, 1933 When the 
quantitative requirements of this Plan were exceeded 
Qurmg the first years of its operation the slogan " The 
Fwe-Yeai Plan in four years ’’ was officially adopted 
In 1930. however, a change was made in the reckoning 
of the Soviet economic year, which was henceforward 
made to coincide with the calendar year, mstead of 
running from October to October, as formerly The 
Soviet programme now is to achieve by the end of 
1932 a volume of piiysnal production shghtly in excess 
of the figure ongmafiy proposed for October ist, 1933 
If tins programme is reali^ the Five-Year Plan ivill 
have been quantitatively earned out in four and a 
quarter years 

When the Five-Year Haa was framed the most 

B2 



10 


SOVIET ECONOMICS 


important political and economic problem which con- 

j It - 1 . t. 


Russian countiyside became a huge mass of small 
peasant holdm^ which tended to increase in numher 
and"diminish in size. The amount of land fanned in 
large units, such as State farms, operated, like the fac- 
tories, by the Govemm^" ahd‘'coIIeclive 'farms, 
operated by co-operative groups of peasants, was very 
small, less than 2 pet cent of the totaTpIanted acreage. 

The twenty-six million smalljeasant holdings which 
existed in Russia in 1928 gave an" extremely, low 
marketable yield. They could not be consolidated 
into larger individually owned farms, because the 
Soviet law forbade the sale of land. Heavy taxation 
and various political and social discriminations tended 
to .check the development of the more piosperous 
peasants, who were called kulaks. The further growth 
of industry was threatened by a shortage of food-stufis 
and raw materials 

The Five-Year Plan proposed to solve the economic 
dilemma represented by the failure of agriculture to 
keep pace with industiy by a variety of measures. 
T\Tenty.per_cent of the peasant households were„to be 
organised by 1033 in collective farms, which, it was 
b^eved, would give a larger marketable surplus than 
the individual holdings. A number of huge grain 
farms, under State operation, were to be started in 
wious parts of the countty. The acreage under 
cultivation was to rise from about 118,000,000 hectares 
to 141,000,000 hectares, and a number of agricultural 
measures calculated to increase the yield per { lectare 
were to be put into widespread use. 

At the same time the Five-Year Plan projected for 
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the Soviet Union a rapid process of industrialisation. 
The total volume of industrial production was to in- 
crease almost two and a half rimes between 1927-28 
and 1932-33. The yearly rates^of increased industrial 
output projected under the Plan exceeded 20 per cent. 
Special attention was concentrated upon the basic 
indi^trieS; mining, metal-WOTldng, chemical, electrical, 
raachine:building, outputof buildingmaterialsr These 
weUe to grow at a much faster pace than was outlined 
for the industries which turn out goods for direct 
personal consumption. 

The Plan was originally conceived in rivo. variations, 
a maximum, reckoning as favourable such unpredict- 
able factors as climatic conditions and foreign trade 
and credit possibilities, and a minimum, reckoning 
with unfavourable developments in these fields. Inas- 
much, however, as it is only the maamura variation 
which has subsequently been takk''as a basis of 
comparison, it alone need be taken into consideration. 

The large amount of new industrial construction 
required for the realisation of these schemes of in- 
dustrialisation was to be.financed from the internal 
accumulations of the country and especially from such 
sources as the profits of State enterprises, the proceeds 
of State loans and the projected reduction in costs of 
production by 35 per cent ovct the 'five-year period. 
Labour productivity was supposed to grow by no per 
cent, ho'Inina^^Vages by 38 per cent and real wages by 
66 per cent, while the cost of Jiving was to be reduced by 
14 per cent. The consumption of meat was to grow by 
277 per cent for the city and by 167 per cent for the 
rural population ; the city population was to eat 72 per 
cent, and the rural population 45*2 per cent more eggs; 
the consumption of milk products was to increase by 
55'6 per cent in the towns and by 247 per cent in the 
country districts by the end of the Five-Year Plan. 

So the main economic objectives of the Plan may be 
described as a large mcre^e in the physical volume 
of industrial ,anH_ agricultural production and an 
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improvemej^ m the d^lytodard of living of thepopn 
lation As a result of the iHleiiave* development of 

1 1 j tt r 


power 

1932 IS the last year of the revised Five Year Flan, 
and the country is already on the threshold of yiew 
Plan, designed to operate from January isl,”i933, 


Umon is unimstaltable 

Its most stnjang_effect4 are_visible in agriculture, 
where the whole system of peasant propnetorship has 
been to a large extent destroyed As a result of very 
strong economic and administrative pressure the isl- 
lectmsation of Russian agnculture has become to a 
large degree an accompliaied fact A very potent 
factor in bringing about this result was the so-called 


' property has been confiscated and they themselves 
I j have been either exiled to distant parts of the country 
■ or left to eie out an existence on barren lands outside 
the village Imuts The profound,eBect of this measure 
on the other.peasants, especially upon the middle class 
peasants who if they attamed a slightly higher degree 
of prospenty, might easily he considered Inilaks, can 
scarcely be over^ tunated 
So cdlle^ve' farming advanced much more rapidly 
than the Planhad proposed and now embraces 62 per 
cent of the peasant households of the Soviet Union 
It is most complete m the nch gram regions of southern 
and south eastern Russia and least advanced in the 
northern provmces, with then poorer sod and in some 
of the autonopious repubhcs inhabited by non-Russian 
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nationalities. Collective ferming has probably not yet 
reached its final form, and there is stm a good deal of 
experimentation in sudi fields as organisation and 
conTpensation of kbour. Most of the collective farms 
are not" pure communes, but artels, oc^producers' 
co-pp_eratives, where the pwasants retain their individual 
hopses, gardens and smaMer aniraals7whne pwlmg^fheii 
land, labour ^djarger machine and working under the 
direction_of. ari^elected board .of management. The 
members of the collective farm are paid for their work 
on a piece-work basis partly in kind and partly in 
money. Although the collective farms possess the 
legal status of voluntary peasant co-operative associa- 
tions they are in practice closely ..controlled by 
the State, which has a controUing voice in such 
questions as how much land the farms shall plant, what 
crops shall be cultivated, how much produce must be 
sold to State or co-operative agencies at fixed prices. 
Although the collective farms do not always deliver up 
their produce as completely and quickly as the State 
desires, they are much more easily subject to external 
control and much more capable of being fitted into a 
national scheme of planned economy than the small 
individual homesteads which they have replaced. 

Centralised control of the collective farms is further 
projnoted by the' swee^g 'growth ’of the so-called 
macjiinejitmctor stations, of which there are now about 
1,400 in the 'Soviet Union. These stations, which are 
State operated, are central points* from which tractors, 
harvesting combines and other lai^e machines are sent 
out to till the land of the neighbouring collective farms. 
They are equipped with repair-shops. 

The success of the Fiv^Year l^lan in ^ other fields 
has been varied and uneven, The Soviet Premier, 
Vyacheslav Molotov, in a recent speech, mentioned as 
outstanding victories of the Plan the complete abolition 
of unemployiflent, the sweeping character of agricul- 
tural collectivisation and the creation of a new.metal- 
lurgicahhasis for the country in the Urals and Western 
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Sibena As outstandmg defects he mentioned the 
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system 

Broadly speakmg, it may be said that in the matter 
o( quantity production and new industnal construction 
the Plan has kept somewhat ahead of the prescnbed 
pace It IS not yet certain whether it will be quan 
tilatively fulfilled by the end of 1932 This depends 
upon the realisation of the year’s plan of mdustnal 
output, which calls for a growth of 36 per cent, by 
comparison with 1931 If this 36 per cent is achieved 
the general volume of production designrf for the 
autumn of 1933 mD have been reached by the end of 
1932 The Plan will not be fulfilled inth precise 
evenness Certain branches of industry, such as oil 
and tractor manufacturing have already exceeded the 
figures which were marked out for them in 1933 
Other branches such as iron and textiles, will not quite 
fulfil their Five-Year Plan figures even if the 1932 plan 
IS fully earned out 

In the matter of raismg the standard of hving the 
Plan has failed as clearly as it has succeeded in pro- 
moting aTupid growth of mdustnal output, especially 
in the heavy industnes True money ivages have 
increased even faster than the cnginal Plan prescribed 
But pnees and other charges, such as nuhoad fares 
have grown faster than the wage-scales, and the 
purchasmg power of the Soviet rouble is further 
reduced because many articles which cautd be freely 

• , - r _J — ..a— .tun. 

. hving 

between 1927 and 1931 is most clearly reflected m the 
extreme shortage of many food-stuffs and manufactnred 
goods Soap, sugar and tea, for mstance, are rarely 
found in country distncts to-day, while m the towns the 
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rationed allotments of many food articles are small, and 
in provincial to\vns, where there are no large factories 
and where there is less effort to ensure a regular supply 
of food than in the industrial centres, meat, fresh fish, 
butter and cheese are sometimes almost completely 
lacking. The main causes of the stringency in- Supply 
would seem to be the wholesale destruction of cattle 
by, the peasants in the winter of 192^30 (this was 
partly a protest against arbitrary and violent methods of 
forcing collectivisation and partly a result of the lack 
of grain food and fodder), the unsatisfactory/unctioning 
of the transportation and ^tributive systems, which 
take a large toll in spofled~arid w^ted products, and 
the foreign_trade- policy of the Soviet Government, 
K’iidli: sas- iV import aiitmt e/xitish'dy prodtscdan 
goods, ie. machinery and equipment, while exportmg 
all available products, including soap and foodvgturis 
which could easily have been consumed inside the 
country. 

The financial side of the Five-Year Plans has de- 
veloped along quite unexpected Imes. Originally the 
amount of currency in circulation in 1933, at the end 
of the Plan, was set at 3,200,000,000 rouble^, In 
actual practice the amount of currency increased far 
beyond this limif . * There were 2,642,200,000 roubles in 
circulation on October ist, 1929; 4, 263, 9(10, 000 
roubles on October ist, 1930, and 5,181,700,000 roubles 
on November 1st, 1931. The disproportion between 
this large amount of circulating currency and the scanty 
supply of commodities accentuated the discrepancy 
between supply and demand and led to apopular joke 
to tbe effect that the Russians are the nchest people 
in the world, because thty don't know what to do with 
their money, The main ej^lanation for this unplanned 
expansion of the currency is perhaps to be found in the i 
fact that every year budget calculations were thrown j 
out of gear by the failure of State enterprises to reduce ' 
expenses at the prescribed rate. After adhering for 
some time to a system of fixed and stable prices, the 



SOVIET ECONOMICS 
r . ■ . (1 1 , , , M-i . , 


not included in the rationing system and also by raising 
very substantially the pric^ in co-operative shops. 
It cannot be said, howevo’, that equilibrium has been 
fully established as yet. 

The first Five-Year Plan did not_solve the problem 
of quality, and poor quality often offsets to a very 
considerable degree the quantitative achievements of 
the last years in Russia. Transporta.tion failed to cope 
adequately with the rapidly'growing needs of industry 
and agriculture, and defective transportation was a 
weak spot in the Soviet economic s^tem iifnost from 
the beginning of the Plan. Apparently the original 
projects for the development of the transportation ^ 

a 

' by 

a Communist Party Conference which met in Moscow 
during the last da^ of January and the first days of 
February 193a. The second Plan, like the first, 
proposes an increase of industrial output by about 
two and aTialf ffies. K differa from tfie firef iiTgfving 
a niuch''more prominent place to the development of 
those industries which minister to the everyday needs 
of the population. An increa» of two or three times 
in the supply of food-stuffs and of manufactured 


building industries is to increase by three or three and 
a half times between 1932 and 1937, so that " all the 
needs of the reconstruction of industry, transport, 
communication, agriculture, trade, etc. would be 
supplied by the internal production of the most com- 
plete and contemporary machines," to quote the 
resolution adopted by the Party Conference. 
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Tlie second Plan envisages an output of 22,000, 
tons of pig-iron and 250,000,000 tons of coal in ic 
Last year the output of pg-iron was 4,900,000 tons ; 
that of coal about 57,000,000 tons, and in 1932 
Plan calls for 9,000,000 tons of pig-iron and 90,000, 
tons of coal. 

The greatest ^development _in the second Plar 
marked out for the electrical power industry, whic 
supposed to grow" sixfold. In agriculture the I 
projects complete collectivisation, the creation 
machine-tractoFstations to serve all the collective ; 
State farms and a very considerable increase in a 
cultural output, to be achieved not so much by 
extension of the planted area as by the enhancemen 
the yield per hectare through improved fanr 
methods. 

The second Plan also looks for^vard to the achii 
ment of a Communist politico-economic ideal : " 
final liquidation of capitalist elements and of classe 
general, the complete destruction of the causes wl 
give birth to class difierences and exploitation and 
overcoming of the survivals of capit^sm in econoi 
and in the consciousness of people, the transforma 
of the whole toiling population of the country : 
conscious and active builders oi socialism." 

The adoption of a socialist planned economic sys 
in ie Soviet Union, which ranks ivith the Un 
States of America as one of the two largest and ric 
national economic units m the world, is an event of g 
and unmistakable significance. Because of the ex 
and variety of its natural resources and its , 
sufficiency as regards basic food-stuffs and rawmate; 
the Soviet Union is freer than most countries f 
economic interdependence with the rest of the wc 
and this fact enhances both the importance and 
practicability of the experiment. 

What is the baJance-^eet of planned economy in 
Soviet Union up'Td daie? It has certainly helpe 
save the country from the unemployment, the mdus 
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and commercial stagnation, the waste of non-producing 
equipmenTwh!^ have conspicuous features in 

( ' I ' ■ ■ * 

has regulated the.economic l&e of tlie individual to a 
degree which would perhaps not be accepted in most 
other countries. The teclmique of planning in the 
Soviet Union is far from inlaffibility. In 1931, for 
instance, the year’s plan called for an output of 
8,000,000 tons of pig-iron, and the actual production 
was only 4,900,000, a serious under-fulfilment which 
had inevitable repercussions on other industries and 
on the transportation system. If certain forms of 
waste which are vividly evident under the 'private 
capitalist system in grinds of cnsis (for instance, the 
deliberate destruction of grain and coilee) have not 
occurred Jn the Soviet Umon, the latter countiy has 
its own forms of w '■ — . 

that 30‘pef cent 
spoil befoie they r •' 
about the large h ' ' • ' 

j fruit, vegetables i 
are chronic. 

Notwithstanding all defects and shortcomings in 
execution, Soviet planned economy has proved its 
vitah’ty and worhabihty and has given the Soviet 
Union a powerful push towards the goals which its 
Communist rulers nave set:"industnalisation along 
modem lines and collectivisation oi agriculture,'! 
Perhaps the decisive comparison between Soviet' 
jiaimtd ecanomy and ca;dta^t economy will come it 
and when the everyday needs of the population as 
regards food, clothing and ordinaiy manufactured 
- I'.c.i J-"-tois of the planned 

, . ■ ■ . •.■ 'ay is in one sense 

, ■ ■ . ■ ' ; . ■ nve ahead produc- 

; ■ . . ■ ■ . ed, will find them- 

mplicated problem 
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of diverting to other fields labour and capital from 
those industries which are already producing as much 
as can be consumed. 

The Communists are confident that their system 
affords the possibility, through increasing w^es or 
through shortening thehours of labour, of passing on the 
benefits of increased output and higher productivity of 
labour to the workers and^to the consumers, without 
ever allowing supply to grow unmanageably large, in 
relation to demand They believe that their economi 
history \vill'be free, from the periodic crises and depres 
sions which mark capitalist economic history and thal 
for this reason, among others, they are destmed withe 
a relatively near future to achieve Lenin’s ideal c 
'' overt^ing and outstripping, as regards techniquf 
the leading capitalist countries." 
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OUGAKISATION OF ECONOMIC LIFE 
By Hans Jonas 
(D irector of the East German Fair) 

I 

Wotk the Bolsheviks routed tlic newly-fledged Russian 
democratic republic in November 1917 and seized power 
for themselves, they had at their command a ready- 
made programme for the rcoiganisation of economic 
life. 2n pursuance of (bisprogiamme,banks,industries 
and private property in land were taken zwxy from the 
private organisations to whom they belonged under tlie 
capitalistic system and declared to be State property. 
They were nationalised and hence passed over into 
the possession of the Workers' and Peasants’ State. 
Originally the programme anticipated a "Workers' 
Control " as a transitional measure, a supervision of 
economic life by the proletariat, but a few months after 
the seizure of power the Soviet State was compelled to 
take over tlie actual administration of national economy 
now heading for a collapse. By virtue of this trans- 
ference of economic control to the State, the Soviets 
were able from the outset to bring economic life under 
a unified administration. When, in the ensuing years, 
Vt’oecarae apparent tnat'i’nc yout'nlii'i^'ia'ce wodiitfiive 
to struggle hard to maintain itself, more and more 
insistence was placed on the demand for a greater 
centralisation of the administrative machinery. Accord- 
ingly, the new issue confronting the Soviets Avas how 
to setupaunified, centrally-controlled national economy 

23 
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on foundations laid down in accordance iviti a definite 
plan and providing for a planned regulation of 
production. 

The supr eme or gan of auftcdity in the newly- 
crealed U.te.RrwasTKTQrofiion Conw esspfSoyiefe 
It was responsible for the'dramngTtp'o! a'generaTplan 
for the elaboration of the entire national economy and 
its mdividual branches within the territoiy of the 
Union. This unqualified right to determine all ques- 
tions of economic policy was Iransfeired to the Congress 
of Soviets of the Union of Socialist Soviet Repubhcs 
which, as the supreme organ of authority, was called 
into being in December 1922 and to-day embraces 
seven autonomous republics: the Russian S.F,S.R„ 
the White Russian S S.R., the Utoinian S S.R., the 
Transcaucasian S F,S.R., the Uzbek S.S R., the Tiirco- 
men S.S.R. and the Tadzhik S.S R. The Council.ot 
Pe^Iels i;ommissaties.oUhe Uni on of Soc ialist Soviet 
Repbhes has been, from the beginning, thragentive 
and directive or gan of the G overnment, itF various 
departments edrraponding when "first formed to the 
mimbies of the Kerensky government. Those.com- 


authority. Of the conumssanals responsible tor the 
conduct of the economic life of the Umon, those falling 
under the heading oi E eople’s-Cq inmissariats of the 
whole Union are ; 

Foreign Trade, 

Transport. 

Post and Telegraphs, 
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Those falling under the heading of Unified People's 
Commissariats are 

Supreme Economic Council, 

Finance, 

Food Supply 

Agnculture was ongmalfy under the junsdiction of the 
Commissanats for Agnculture in the respective re 
pubhcs Although on the executive side the adminis 
tration of national economy was graded to a certain 
extent, and in the important domain of agnculture left 
m the hands of the united republics, the constitution 
gave the supreme organ of authonty the right at any 
time to repeal any economic ordinance passed by the 
organs of the united repubhcs when m the opinion of 
the Central Government, it does not correspond with the 
constitution 

Geog raphic ally the administration of the Soviet 
State is” mo%l_led on that which prevailed m czarist 
Russia Atlirst it retamed the samTivision into 
gouvemements which Peter the Great had introduced 
as a meansof effecting the political expansion of Russia 
Some of these administrative temtonal divisions grew 
up quite without defimte plan Thus the old Russian 
Empire was divided up mto loi gouvemements 812 
regions (uezds) and 16,720 volosts This excwsive 
splittmgjup of the administration has handicapped 
the Soviet Government very considerably In the first 
place there were not enough trained and politically 
reliable officials to fill the posts aeated by this over 
elaborate system The drawbacks became more 
ostensible when the Soviets began to concentrate on 
mdustiialisation Indus trial fac torsjiad to be reckoned 
with m re casting the map of the Union And so the 
Soviets adopted the method of zomng, a vast adminis- 
trative reforhT b^ua m 1924 and carried through by 
1930 It did away with the old gouvemements and in 
their stead set up as the supreme administrative unit 
the " region ” (oblast) These ' oblasts are indus 
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of energy they are to develop their industry all at the 
same rate and all within the compass of the Five-Year 
Plan, even in the most outlymg region This tremen- 
dous reorganisation of administration can be regarded 
to-day as completed Withi n the territo ry of the 
Soviet Union there have been~ereat ^~26o o regions 
instead of the 15 000 existing in 1924, andJourteen 
autpnomousjeconomic areas instead of the eighty-four 
gouvemeraents NotIK" ( forestry), Leningrad (heavy 
industry), West (a^culture) Moscow (manufacturing 


1 

culture), Middle Volga (agriculture), Ural (mining and 
smeltmg), Lower Volga (agriculture, raanufacturmg 
industry), Northern Caucasus (natural resources, agn 
culture), West Siberian ^eavy industry, agriculture^ 
East Sibenan (natural resources forestry, cattle 
reanng), Far Eastern Area (forestry, fishmg, furs) 
These fourteen supreme administrative -areas formed 
in accordance~^th economic requirements stand in 
close relation to the eight autonomous admmisiiative 
units set up within fte temtoiy of the USSR as 


millions mcreasmg by three millions every year, is 
governed by the Congress of Soviets As a matter of 
fact, the Congress of Soviets^h^ been losing a great 
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deal of its significance and is now rarely samraoned 
It IS a big assembly in Afoscmv of the representatives of 
all the Soviet States and the individual Soviets Dur- 
ing the mtenm between Congresses of Soviets, the 
government of the country is earned on by the Central 
Executive Committee elected by the Congress of 
Sonets and by the Council of People's Commissaries 
Both these supreme authorities, one headed by M 
Kalinin as a sort of President of the Union, the otiier by 
V Molotov as a sort of Chancellor, issue the decrees and 
ordinances for the regulation of economic life 
All economic measures are discussed and resolved in 
a collegium originally composed of the chairmen of 
those people’s commissariats that concern themselves 
with economic affairs This collegium is styled the 
Cowcil for Labour and Defence, an institution dating 
from cml war times and the dajs of militant com- 
munism Besides having to decide on matters of 
national defence, the Council for Labour and Defence 
(S T 0 ) controls the entire economic life of the nation 
It has to supemse and carry oat all economic and 
fmimcial planning to investigate the situation with 
regard to the various branches of national economy 
and to determine the tasLs of the people's commis 
sanats m the field of economics It nominates special 
committees for tackling problems of paramount 
importance, for example in Pcbniary 193 a it elected 
the " Committee for the Holding Ready of Agncultural 
Products ’ ' a committee formed to conduct the campaign 
for the accumulation of stocl s formerly a work for 
w hich each economic commissariat w as held responsible 
Chairman of this economic body, undoubtedly the most 
important economic authority m the land, is Molotov, 
the chairman of the Council of People’s Commissaries 
Some idea of the significant role played by the S T 0 
is given when it is pointed oat that Stalm is one of its 
eleven members It is his only official post apart from 
his function as General Secretary of the Communist 
Party Indeed the S T 0 js m the hands of that small 
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that ass ures a ui^ormjgolicy in the conduct of economic 
life. ^ 

Apart from Stalin, the most prominent members of ^ 
this clique are Ordzhonikidie, Mikoyan (the Commis- * 
saiy for War), Voroshilov, and the younger spirits, V. 
Molotov (Commissary for Workmen's and Peasants' 
Inspection), and Andrey Andreev (Commissary for 
Transport). Andreev is also chairman of the Central 
Control Commission of the Central Committee of the 
Communist Party. It should be remembered that all 


leader, Stalin, constitute the decisive factor indetermin- 
ing all questions of economic policy and economic 
organisation. Formerly this ruling clique seldom came 
to the fore, but to-day everything possible is done in 


that an important economic ordinance is issued at the 
same tune by the Central Committee of the Com- 
munist Party acting quite independently of the Central 
Executive Committee of theU S S.R., and a comparison 
of the two ordinances sometimes shows that the one 
issued by the Communist Party contains more exact 
information about the economic position than the one 
issued by the supreme Government organ. The 
development that began with Stalin’s entrance into the 
Council for Labour and Defence is now bearing fruit : 
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the Communist Party is not only the power behind the 
throne, it isbpehly sharing inthc work of administration. 
The principle of highly centraTised 'control in the 
or^nisation of the State has therefore been extended 
to include the conduct of economic life. 

In order to ensure thattheinstructionsand ordinances 
of the Soviet Government in the ^herc of politics'and 
economics do not remain mere instructions and ordin- 
ances, there ^Yas formed in December 1930 the so-called 
" Realisation Commission ” a permanent body which, 
like'theTdimcil for Labour andDefence, is subordinate 
to the Council of the People's Commissaries of tiie 
So\det Union. It consists of five members, all drawn 
from tlie same clique which in the S.T.O. and in 
the Coundl of the People’s Commissaries controls the 
economic destiny of tlie Soviet Union. At present the 
Commission is composed of Molotov, as chairman, 
Andreev, and a functionary from each of the following 
bodies : tlie Communist Party, the Soviet Trade Unions 
and the Collectives, Despite all the advantages result- 
ing from this close personal collaboration in high 
quarters, it is plain that these wll be offset by con- 
siderable drawbacks. The leaders will be overburdened 
with work, in ^vhich case the long conferences and 
deliberations so common in Moscow are less likely to 
lead to practical results. 

The sphere of activity of tlie Realisation Commission 
is very varied. It receives the reports compiled by the 
commissariats and the economic organisations, carries 
out readjustments on the spot and takes the lead in the 
light againM bureauCTacy m the administrative appar- 
atus. Its ordinances, published in the legal organ of 
the Soviet Government side by side with those issued 
from high quarters, concern all questions pertaining 
to the economic life of the Soviet Union. When in 
conference it docs not devote its whole attention to 
giving out instructions of a general nature, but deals 
with the ordinary troublesome problems of daily life, 
for instance, when concerns are tardy in pairing out 
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wages, when the work of repainng locomotives is held 
up for some reason or other, when there is an unfore- 
seen shortage of spare parts for tractors, when teaching 
staffs complain of an inadequate supply of food-stufis 
and matenals, or when a newly built factoiy fails to 
commence operations 

A third commission subordmate to the Counal ol 
People's Commissanes is the State Plaiuung_Com 
mission of the_Soviet Union set up af'lhe’iime^of the 
transition-ffom the penod of mihtant communism to 
the era of the New Economic Pohey It undertakes 
the work of mdustnal planning as one of the most 
essential andTieculiar aspects of integral communism 
Not unjustly the Gosplan has been referred to as the 
General Staff ol Soviet Eccihomics From the outset 
its composition has been on a broad basis and embraces 
many non Party experts entrusted with the task of 


into an annual economic plan for the entue Union It 
has also to control the realisation of this economic 
planning For sereral years the Gosplan acted as a 
body of experts holing themselves in readiness to give 
advice to the Soviet Government on all economic 


of the year. 

It IS impossible to elude the impression of a recent 
declme m the importance of the Gosplan somewhat 
similar to the decline that occurred in the importance 
of the Central Statistical Bureau, which once enjoyed 
all the nghts of a people’s commissanat and to whose 
initial publications the Soviet Government attached 
great si^cance on the grounds that they were the 
itiispensable presuppositions of a planned economy. 
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Since March 1932 t}}e Bureau has been regarded as a 
subordinate department of the Gosplan In contrast 
to the Realisation Commission a\hich as a Government 
organ wth executive pow ers is composed of only a few 
members, the State Planning Commission togetlienvith 
the Statistical Bureau, has a staff numbering several 
thousands and an apparatus covenng all parts of the 
Union 

Until the early part of January 1932, the oldest 
economic authority of the Soviet State ivas the Supreme 
Economic Council It \vas the survival and elaboration 
of the economic organisation called into being m 
Russia during the war and comprising bodies such as 
the Fud Control, Transport Control, and so forth 
These bodies were tahen over by the Soviet Govern- 
ment after tlie October revolution and became the first 
organisatonal units of the Supreme Economic Council 
The latter was formally established on December 13th, 
1917, and it ^as intended at the time that it should 
ultimately be elaborated into a ministry for manage- 
ment of the economic life of the Union Besides 
industry, it was to control trade, commerce and fmance 
in accordance ivith the pnnciplc of centralised manage- 
ment so that it would be possible gradually to do away 
with the individual economic commissanats At the 
same time it was intended to make it the supreme 
planning and administrative body for all economic 
questions As a matter of fact its development took 
quite a different course The economic commissariats 
lemained in existence, whilst tlie control of industry 
was left in the hands of the Supreme Economic Council, 
now itself converted into a People s Commissariat In 
place of the intended ministry for the control of the 
entire economic life of tlie Union there appeared simply 
a mmistry for industry, while economic planning was 
made over to the Gosplan and economic management 
and control to the Council for Labour and Defence 

The entire industnal activity of the Soviet Union was 
placed in the hands of the Supreme Economic Council 
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Union industiy is, for example, the heavy industry, 
while undertaldngs of a more local character are 
^ ""me Economic 
the outcome 
[ an excessive 
Latterly, the 
the Supreme 
istiy. It has 

I . ^ • ( f. 


— “••'•■”>""'“''~<imeiitsasdunng 
"oi tie Supreme 
■ • e up too much 

space to descnbe all the amaaing and. at times, con- 
fusing aspects of this histone development, mention 
mil be made only of the last basic refonn canied out 
in November 1930. At that time the sphere of activity 
of the Supreme Economic Council and its subordinate 
organs was defined as follows . to control all unified 
industrial planmng while allomng as much latitude as 

• ' |1 J-.3 .->3„n1 sirsUp rf riTfV. 


general control of indi ** it 

*' head administrative 

and their r6Ie taien j 

Associations, one for each branch of industiy. These 

associations co-ordinate all the units of production or 

distribution that go to form a branch of industiy. 

They are not intended as a type of bureaucratic oigams- 

atioD but have to concern themselves primarily with 



questions of accounting The trust— that is, t 
association of units of production of a hke character 
\ertical co ordination upon which up to now the nif 
iveight of the Soviet industrial structure has rested 
. IS disappeanng or joining the Union Industnal i^soc 
I ^lons as an individual member A start was made 
\onning about fortyjof thcscJUmon Industni Assoc 
tions the Union Association for the Electro-techni( 
Industry, for example, the Union Association for t 
Paper and Celluloid Industry, the Union Associali 
for tlie Production and Manufacture of Non Ferro 
Metals and so on Here all is still m a state of becomir 
Old associations are being dissolved andjiew ones bei 
formed, leading to a considerable re grouping of t 
TOnous units of production Furthermore an attem 
is being made to put an end to the parallelism that h 
appeared between the trusts and the chief administi 
live departments set up by the Supreme Econon 
Council for the control of the individual branches 
industry The trusts, ^rmed with the object 
delivering raw materials and organising the marketi 
of products, for the same purpose that is, as tlie trui 
in capitalist countnes, were of greater significance a 
liad a greater influence on production The fact th 
they had lacked tius influence in the past had been fi 
as an obstacle to their further growth 
The increase in planned industnal activity in co 
junction with the Five Year Plan called for a still me 
thoroughgoing specialisation and splitting up of indi 
tnal management Stalin gave tlie incentive in i 
speech he delivered at the Conference of Econon 
Experts on June 23rd, 1931, m the course of whic 
referring to the new organisation of business manag 
ment, he declared ‘ Our present clumsy associatior 
in some cases embracing from 100 to 200 undertaking 
wU straightway have to be made smaller m size ai 
divided up into several associations It is clear th 
the chairman of an association of 100 or more uni 
of production cannot get to know their possibilities ' 
c 
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what is actually going on Naturally, unless he is able 
to acauaint hunself fully on these points he cannot 
control them In order to give the business managers 
the opportunity to make themselves fully acquainted 
wth the units under their control, it ^Ylll be necessary 
to relieve them of the burden of too many concerns it 
uull be necessary to split up the associations and to bnng 
the individual units closer together " The wishes of 
the leader ^vere veiy soon folded Whereas it formerly 
happened that (to cte one example) a ‘ Chief Adminis- 
trative Department ” of the Metal Industty umted 
under one control the mining industry and the entire 

m T%n J i.1. J, , . 


ordinating the factones m the eastern parts of the 
Soviet l^on. espeaally in the Urals, and also a 
number of uraon associations for machine construction. 
Some of these Union Industnal Assoaationshavem the 
meantime been subdivided for instance, the Textile 
Umon Assoaation was split up into three distinct 
associations to meet the requirements of the cotton, 
flax and woollen industries 
This speaahsation of industnal administration con* 
ceived on a grand scale and still in Us initial stages of 
development should be considered m comunction with 
the creation of po^^erful industnal combines These 
industnal combines represent a collection of under 
takings assembled around a centre which may be either 
a source of raw materials or a source of energy pro- 
duction All the primary products and by-products 
produced by the various units of the combine are pro* 


where operations were commenced on May ist, 1932 
New big industnal undertakings are spnnging up in the 
immediate vicunty of this huge dam, smelting works, 
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steel mills and iron fonndnes, rolling mills for the 
production of semimanufactured and fully manu- 
factured goods, cliemical works, machme-constniction 
factones and otherworks Thishuge unit of production 
is to he fed by a 650,000 h p transmission current 
In order to improve tlie technical management of 
industaal production and to establish closer contact 
between science and indostiy, most oi tlie scientific 
research institutes have been taken over by the Union 
Industnal Associations In accordance with the 
insistent demand of communism, it nas decided at tlie 
Moscow Conference of Soviet Economists held in Apnl 
1931, to place technique and the natural sciences in the 
service of communist integration and to subordinate 
science to the Plan A new formulation was given to 
the dose connection Uiat has e-sasted for years between 
Soviet science and Soviet industry One of the first 
things undertaken by the Soviet Government was to 
set up industnal rescardi institutes T\vcnt>-foursuch 
institutes were in existence in Uie year 1928, and by 
July 1931 this number had increased to 121, giving 
cmpIojTnent to a staff of 27,000 research workers A 
survey of industnal and economic research work in 
the Soviet Union w ould disdose the fact that there are 
7 academies 650 institutes and 150 special scientific 
laboratones Funds granted in 1931 for furthenng 
scientific research amounted to 3 595 million roubles 
Scientists visiting Russia from capitalist countnes are 
often amazed at the huge sums placed at the command 
of their Russian colleagues by the Union Industnal 
Assoaations to which these research institutes are now 
affiliated, and not a little envious of the way in which 
the Russian research workers arejiermitted and encour- 
agd to do work of a purely scientific character over and 
above their practical work m the interest of the trust 
To day, to mention some examples, the Oil Research 
Institute IS affihated to the association '' Sojusneft, ' tlie 
Central Institute for Peat Research to the association 
" Sojustorf,” the Institute for Agricultural Mechanics 
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to the assoaation " Sopissel-mash.” and so on Uke 
the research institutes, the educational institutions are 
also hang made more and more subordmate to the 
Union Industrial Assoaations. Of a total of upwari 
of 300 technical high schools and training colleges, 
to-day more than 180 have been directly affihafed to 
industrial orgamsations, while the others are under the 
control of the economic commissariats The prohlero 
of creating trained personnel for factones and work- 
shops and of filling leading positions m Soviet industry 
by leaders drawn from the rank and file is, needless to 
say, still a problem of paramount importance for the 
Soviet Government That in itself explains the 
enormous number of students, for example, there arc 
9,500 students attached to the Institute for Transport 
■ " ’ the Institute for 

; 2, SOD students 

studying at the 
• Here, too, the 
' • . ent IS to bnn^ 


the organs of economic admmistration, culminatea m 


5th, 1932, clearly shows the mfiuence of the Party on 
Soviet economic policy As a result of this step the 
light industnes and the timber industry are each placed 
under the control of a special people's conunissanat, 
while the Supreme Economic Council has been trans- 
‘ -r industry. Called 
le entire economic 
ate, the Supreme 

^ y ceased to exist 

Charactenstic of this trend ruhng to-day in the economic 
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organisations of the Soviet Union and providing the 
note for all further development, is the comment of the 
Isvesim of Januarj^ 5th 1932, on this measure “ In 
this significant orgamsatond reform is clearly seen the 
policy of dividing up and specialising the highest organs 
of economic administration Parallel will this has 
occurred a dividing up and specialising of the inter- 
mediary members, the associations and trusts The 
reasons for aJI this reorganisation arc the follouang 
the need for bnngmg the directing bodies m closer 
contact with, tlic actual work being done in the factories 
in the field of transport and m the markets , the need for 
enabling the director of each branch of activity to 
achieve a real ' Conquet of Technique ' on the basis of 
specialisation , the need for safe^ardmg a careful 
economic control of every branch of national economy 
ivith due regard to theprcvaibng conditions, a matter 
to which ever grcatenmportance attaches the more the 
economic life ol the socialised country expands, becomes 
more complicated and differentiated It iviU endow 
economic life with more elasticity and lead to a more 
rational and more practical outlook New forms of 
organisation iviU have to give free scope to this manifold 
del elopment Tlie achievements of socialised integra- 
tion are the mainspring of all these organisatonal 
changes ’ 

The formation of a special Commissanat for Heavy 
Industry— under the direction of Stahn’s right-hand 
man, Ordzhonikidze— is to be the organisatonal safe 
guard for an increase m production dunng the next few 
years, espeaally with regard to tlic fuel and smelting 
industnes The creation of a People's Commissariat 
for Light Industry— headed by the former trade 
commissioner in Berlin, S Lubmov— is designed to 
stress the policy of the Soviet Government to aim, in the 
second Five-Year Plan, pnraanly at an improvement 
of the standard of matcnal well-being of the workers 
and the collectivised peasants by an increased pro- 
duction of mass-consumptioD goods To this end, 
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special marketing orgamsatitins m all branches o( the 
manufactunng industry am to be formed by the 
erection, for instance, of Dinnerous bigstores for the sale 
of cotton goods, glassware, artides of clothing and 
footwear The formation of a special People’s Com- 
missanat for the Timber Indnstry is intended to 
emphasise the importance the Government attaches to 

*Vrt ♦ •vsr's "’opr *V>ft Q^^%no^ TT»i nn 


was the formation of a centralised adimmstotive 
department for the construction and maintenance of 
high-roads, and on Januaiy 30th 1931, a special 
People's Comimssanat was foraied to admirastcr the 
entire water transport industry of the Soviet Union 

2 

In the domam of agriculture, the rapid expansion of 

11 V a jj 3J, outcome of the 

State farmmg made 
md nmhed control of 
agricultural produclion far beyond what had been 
possible when each autonomous lepnhhc was held 
responsible for the administration of its own agricultural 
afiains. The need for such iimlied control led to the 
setting up, on December nth, 19*9, of an All-Union 
People's Commissariat lor, Agriculture, an action taken 
pursuant to the trend initiated by Btalin towards 
greater centrahsed economic control It was thought 

« "T* Jl_^ i4 vwirllV tllft 


oigamsing the vanous branches of production and 
distribution were placed under the supervision of the 
All-Union Coiranissanat A begmning was made in 
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this direction wth the Com Trust (Semotrest), the 
syndicate formed by the State grain cultures The 
principle of the specialisation of production was applied 
more and more to agnculture, and by the year 1930 a 
number of new trusts had been formed for caftJe- 
rearing (Skotovod), pig-breeding (Svinovod), sheep- 
reanng (Ovzevod), and so on From the year 1930 
onwards Soviet apiculture, like Soviet industry, begms 
to be built up on the basis of “ Union Associations,” 
tliat is, syndicates that are each entrusted with a 
certain definite task Tlie smaller organisations exist- 
ing for the most part in the autonomous republics were 
swallowed up by these syndicatia likewise a number of 
the trusts It was in tins way that there came into 
being, m November 1930, the Union Associations for 
the Electnfication of Agnculture (Soyuselktro), and for 
Agncultural Building (Soyussclstroy), and m December 
1930, the Union Association for Seed Culture (Soyus- 
semenovod} 

The All-Union Agncultural Commissanat began by 
sharing the administration of collectivised agriculture 
with the most important orcanisation of the Russian 
agncultural co operatives, the ' Kolchozcentre/' the 
central body for the peasant collectives Moreover, 
tlie individual collectives were for the most part first 
started as co operatives, that is, as producers' co- 
operatives for the cultivation of the land only a few 
basic means of production were collectivised, whilst 
the cattle, for example, were retained by the peasants as 
their own property Later, when the Kolcliozen were 
organised according to the principle of specialised pro- 
duction, the Kolchozcentre split up into a number of 
Kolchozcenfres, each with a special function to perform 
for instance, a central organisation for seed-culture, for 
slieep-reanng for rabbit-breeding, and so on 

The importantfunctionperformed_by the co operative 
system in the developmrat of Soviet economics has its 
historical si^ihcance When the Bolsheviks came 
into power in the year 1917 the Russian co operative 
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movement was the strong^ in^he wild as regards the 
number of co-operatives and general membership Its 
chief sections wen ' — ^ 

to-WlKT"*' ■■ ■ - ■ 

co-o perati ves, m ^ 

J^ginhing in 1918, the Soviet Government earned out 
the gradual n ationalisa tion of the entire co-operative 
apparatus, and even when the co-operatives were 
reestablished under the New Economic Pohey as 
economic organisations engaged in various fields of 
activity, they remained m the.hands_QLihe State 
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central organisations for the vanous branches of pto- 
dnction the Central Association for Hax and Hemp 
(Linocentre), the Dairy Co-meratives (Masbeentre), 
the Tobacco Co-opetatives (Centro-tabaksoyus), and 
so forth For grain operations there ms formed in 
1926 the Khlebocentre as the head organisabon for the 
production and sale of gram, flour and oil seed Yet, 
■ r _ u _i 'i' ivas gradually 

■ lewly-fomied 

ncultural co- 
nportedfroin 

, I agreements 

made mth Soviet industry, ivas lelt in the hands of the 
Selskosoyus But in September igap the Selskosoyus 
ceased to exist within the boundanes of the Soviet 
Un. ■ . . - 

of ■ 
tin 

of all the central associations ot the agncuiiuiai co- 
operatives throughout the Soviet Union 
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It ^\ouId be exceeding the scope of this work to give 
here an account of each of the host of Government 
enactments dealing with the organisation of the Soviet 
co-operative movement, enactments dissolving certam 
types of organisations, sphtting up others, calling new 
ones into being and outlining the specific functions 
devolving upon the different kinds of co operatives 
Since 1927 the basic tendency has been in the direction 
of greater decentralisation of the entire co operative 
system and, with the groivth of socialisation m the 
domain of agnculture, its mcreasing subordination to 
the Soviet Government Since March 1931 the control 
of the agncultural co operatives has been placed m the 
hands of the economic commissariats, tlie AH-Union 
People's Conimis«anat for Agnculture and the AU- 
Union People's Commissanat for Supply 

The Soviet co_operativcs have ^so an important 
function to fulHlm the ^hcre of ^ictjjadc At the 
time of the inauguration oITlie New Economic Policy, 
pnvate trading still claimed a considerable share of the 
total volume of trade but to day tins branch of Soviet 
economy is m the hands of th e socialised sector The 
State and the co-operatives aim aFcdncentrating all 
big tradmg transactions and a great part of the petty 
trading admty, m the hands of their organisations 
The consumers co-operatives have been very much to 
the fore in hastening this development The rate at 
which they tliemsehes have grom dunng the last 
several years is shown by the fact that membership has 
nsen from 18 million m tlie year 1928 to 60 million m 
1931, while the total turnover of the consumers’ co- 
operatives amounted in 1929 to 20 milhon roubles, 
wholesale trade churning about half of tius sum and retail 
trade the other half iLs expansion led to a reoifamsa- 
tion of the consumers' co operative system In the 
case of the Ceiifroso5nis, wluch acted as the central 
organisation of the Soviet consumers' co-operatives, 
wholesale trade organisations were set up for a number 
of branches, for the clothing trade, for instance, for 
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foohvear and leathergo ’ ' ' i'- -■> — " 

for porcelain goods and 

and dany products, etc 

built up on the same , _ ■ 

called into being and took over the shops of the 

consumers’ co-operatives 

Since November 22nd, 1930, the control of the entire 
domestic trade has been in the hands of the All-Union 
People’s Commissariat for Supply (Narkomsnab) A 
member of Stalin’s intimate circle, A J. Mikoyan. was 
made the head of this new commissanat, winch really 
came mto being as the result of a division being dram 
between the AU-Umon People’s Commissanat for 
Foreign Trade and the All-Umon People’s Commissanat 
for Internal Trade This combmation had been foimed 
m 1925 by merging the Foreign Trade Comntissanat 


earber usage ol drawing a sharp distmction oetweeu me 
admmistration of foreign trade and internal trade It 
IS the final upshot of a long orgamsatonal process anatig 
out of the fact that m the realm of trade the collectivised 

I I 


cent of the wholesale trade At tiie sdiiic imu, uu. 
volume of intenial trade grew from 10 billion roubles 
m 1923-24 to 30 billion in 1929-30 latterly, the 
Commissanat for Trade has been taking upon itself more 
and more functions in the domain of domestic trade 
Closer connection has been set up between the trading 
organisations and agncultutal production as a basi' 
for the supply of the entire Umon Much has bees 
done towards the attainment of this end by resortuif 
to the system of "extension agreements" (Contrao 
fazia) whereby the State or its co-operative organ 
undertake to subsidise agncultnral enteipnse 01 
conition that they recave a share of the harvest 
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Planned distribution of goods gradually supplanted 
all pnce-regulatuig functions It was this develop 
ment that induced the Soviets to convert the Com- 
missanat for Trade and for flie Kegulation of Trade 
into a Commissanat for Supply But it now became 
plam tliat there was a big difference between tlie 
functions that had to be performed in the domain 
of internal trade and those in the domain of foreign 
trade Consequently, two distinct organisations were 
formed 

The AU-Union People’s Commissanat for Supply has 
certain definite functions to perform It has to organise 
the assemblage of agncultural products, to distnbute 
these products to the food industy, vhicli was placed 
under its control in June 1930, and to supply the 
population, particularly in the mdustnal distncts, mfli 
articles of consumption As we have said above, the 
agncultural and consumers’ co operatives are under the 
control of the Commissanat for Supply in all matters 
regarding the purchase and supply of food stuffs and 
articles of personal use 

The purchase, storage and manufacture of the most 
important food-stuffs and the supply of the market with 
these products have been earned out since 1930 by 
unified organisations with brandies in all parts of the 
Soviet Union, that is to say, by the “ Union Associa- 
tions ” of the vanous sections of industry Aifihated 
to these as«iociations are the largest producers' organisa- 
tions and their corresponding co operative units In 
this way there came into being the Union Association 
for Flour and Fodder (SoyusWileb), for Meat fSoyus- 
jnaso,liDrFjrfj (Sqyuay.baJ. for Canned Food /Soyus- 
Iconserv), and so on As regards the distnbution of 
mdustnal goods, the Commissanat for Supply supervises 
the work of the consumers’ co-operatives which are 
responsible for the handlmg of 70 per cent of the pro- 
duction of the manufacturing industry, whereas only 
30 per cent reaches the pop^tion by way of State- 
controlled trade 
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The forcig^tade of the Soviet Union, being a State 


foreign trane ana cununeis an luuuig unsmeji on 


meraal transactions are supervised by the State— on 
the tvorl d ma rket Soviet busmeats. able to appear as a 
unified ecbSoinfragamsation , import ani export occur 
only fthTEe coiSenTo} the State 
This system of conducting ali foreign trade operations 
by means of icences was infiented by ffie fiofsfievisf 
' extended, in Uecember 
ree of April 23rd, 1918, 
, . . n trading with abroad, 

and m the year 1920 all foreign trade transactions were 
entrusted to a special body, the Commissanat for 
Foreign Trade In its practical activity, tins Com- 
missanat has to draw up the foreign trade plan withm 
the compass of the entire economic plan, and on the 

* * * * ’ » t * A i ap rif 


transactions by means of a licence system me 
licences for import and export form one of the most 
significant features of the foreign trade monopoly 
They are granted by the Commissanat for Foreign 
Trade and set forth the conditions under which the 
sale or purchase of goods may take place 
The organisation of the foreign trade apparatus has 

’ 'At- 


forces In its present shape it can be said to date from 
the year 1930 In that year, the import and export 
joint stock companies were reorganised and converted 
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into Union Associations for Import and Export, and, as 
such, placed under the control of the Commissariat for 
Foreign Trade These associations represent in each 
case a section of Soviet mdustry and function as a 
central body for their parhcular section Consequently, 
each of these associations manages the entire import 
and export business of the thousands of industnal 
undertaJangs, factones, and trusts consohdated under 
the one heading Formerly, several organisations could 
function in the Soviet Union as purchasers actmg on 
behalf of a section of mdustry For example, there 
were the powerful trading oi|;anisations of the individual 
republics, of the syndicates and the trusts, the so-called 
Gostorgs, which have now been hquidated These 
Gostorgs had firet to put themselves m touch with the 
Foreign Trade Commissanat, and only by this devious 
route could they make their purchases through the 
trade representatives of the Soviet State abroad To- 
day the entire import busmess of the Soviet Union 
has devolved upon the Umon Associations operatmg 
underthesupervisionoftheForeignTradeCommissanat 
Metahmport, concentrating all purchases necessary for 
the metal mdustry, Khmumimport Textiimiport, 
Electroimport, Zvetmetimport (non ferrous metals), 
Koshimport (leatherand leathergoods), etc Allordcrs 
for purchases abroad pass through their hands and they 
alone are permitted to set up connection between the 
Soviet consumers and the foreigner producers Left 
up to now in the hands of the Centrosoyus as the 
central body of the consumers* co-operatives is merely 
the import of consumption goods The export union 
associations are'Duift up on similar ’lines maintammg 
close connection with the producers withm the Soviet 
Union and engaged m sellmg their products abroad 
grain (Exportldileb), buttex (Masloexport), poulti) 
(Ptizeexport), flax and hemp (Exportlon), tunbei 
(Exportles) , leather (Koshe^ort) furs (Pushnosmdikat) 
rubber (Resmotrest) herbs (Lektechsyre), coal (Soyus 
ugol), ore (Rudoexport), oil (Soyusneft), etc 
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This concentrates 

' , luntnes the entire 

business ot the above mentioned union associations and 
all orders for goods have to pass through its hands 
Its import and export departments, like the Union 


contrast to the multifanousness of the pnvate trading 
interests seeking to have dealings with the Soviet 
Union These pnvate firms whether producers or 
consumers find themselves at a great disadvantage 
when confronted with the powerful organisation of the 
Soviet trade agency In some of those countries that 
have not yet concluded commercial treaties mth the 
Soviet Union, business organisations have been formed 
tor conducting trading operations on the same lines as 
the official trade agencies The best known of these 
organisations arc the Amtorg Trading Corporation m 
New York and the Southern Amtorg CoipoiUtion for 
conducting trade between the Soviet Union and South 
America 

A special form m which Soviet trade presents itself 
abroad is provided by its participation in fairs and 
exhibitions It has been noted that the Soviet pavihon 
at the international exhibitons has been made more 
imposmg and more comprehensive as the desire grows 
to sell abroad industnal pioducts m addition to the 
usual agncultuial products These exhibits are 
organised by the Chamber of Commerce of the Soviet 
Umon, an organisation with headquarters m Moscow, 
formed in 1930 as the outcome of the mergmg of the 
AU-Umon western Chamber of Commerce and the 
Russo-Eastern Chamber of Commerce In its organisa- 
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tion and in its activity the Chamber of Commerce of the 
Sonet Union has much in common with those of other 
conntnes In it are united as members for the purpose 
of promoting Soviet foreign trade all the Soviet 
as'^ociations with trading relations with foreign coun- 
tnes Apart from the general work of propaganda, the 
Chamber de\otes the grcatcbt part of its attention to 
'he task of enliglitemng its members on economic 
conditions abroad and assisting foreign firms in doing 
business with the Sonet Union 
This general survey of rtie gronrth and prerent aspect 
0! the Soviet economic organisation will suffice to show 
that the tendency towards 1 centralisation of economic 
control and, wiUi the advance of integral communism 
towards a decentralisation in the conduct of business, 
runs like a red tliread throughout flic entire organisa- 
tion In the early days of Bolshevik rule in the penod 
of militant communism the ngid concentration came 
about as the result of the general decay of economic hfe 
and as a result of the apphcation of the pnnciple of 
centralised control advocated by Mirvan economies 
The New Economic Policy effected a modification of 
this principle following upon the creation of trusts and 
the partial idlowance of pmate trading But the 
centrahstic tendency established ilsdf again witli the 
inauguration of the Five-Year Plan 
The question of personnel has greatfy hampered the 
Soviets m their task of budding up their economic 
organisations Little confidence was reposed m the 
non-party " specialists ' whilst, on the other hand, the 
Party functionanes lacked the traimng necessary for 
the conduct of busmess matters The Soviets saw 
^emselvfis unable to tolcnte this state of affairs 
Stahn stressed this point m his speech of June 23rd, 
1931 ' Many think,” he said, " that only Party men 

should be allowed to occupy leading positions in the 
ketones and vv orksliops Havmg adopted this attitude 
it not infrequently happais that they oust capable and 
enterpnsmg non-party comrades by giving the best 
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jofe to Party men even if they are known to be less 
capable and enterprising It is mdisputable that 


ago was subjected to persecution on the ground that 
It furnished the most persistent “ wreckers " | 

The measures adopted by the Soviet State with the 
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constant development, there is much vacillation ol 
policy attnbutable to the way in which this or that 


V — !-* ci«*n -r wT +MHttioiial outlooL 

It IS there- 
comphcated 

growth of Soviet econonue organisation, and the 
perpetual changes in structure and function bring an 


/ longjvin ded reR ulations_and_or!lmance5 the Bol- 
sheviks have inhented'this weakness Yearmyearout 
the pnnting presses turn out mountains of verbose 


Added to this is the fact that every new measure has to 
conform to Party ideas and to be borne out whenever 
possible by citations from the works oi Lenin 
Moscow strikes the foreign visitor as being a city 
comnosed-gifare ly of office b uildings with the excep- 
tion of the outlying districts, practically every house 
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contains offices of the State the Party, the co operative 
movement or the trade unions And yet the vanous 
offices of these organisations arc almost mvanably 
located at considerable distances from each other The 
Soviet State, from the earliest days of its evistence lias 
earned on a struggle against this bureaucracy in its 
administrative apparatus, but up to the present it has 
met with no success Even the Izveslm of Apnl 4th 
1932, had to admit ” Our State apparatus 15 still too 
cumbersome and too expensive ” 

These organisatonal shortcomings cannot disguise 
the fact tliat Soviet economy with its unified control 
represents a firmljMfnit organism when compared with 
capitalistic economy " The business relations set up 
by the Bolsheviks with the capitalist world arc like a 
grotesque game of ciiess in which one party is composed 
of many players each of whom is concerned about the 
fate of a particular piece while the other party is a 
single player who, tiiough not always making the nght 
moves, follows out a definite plan 



Ill 

ECONOMIC NEWS REPORTING AND THE 
ECONOMIC PRESS 

By Arthur W. Just 

(S(o«cow Correspondent of tbc KtinUtht Zeiluu;) 



Ill 


ECONOMIC NEWS REPORTING AND THE 
ECONOMIC PRESS 

By Arthur W, Just 
(Moscow Comspondcnt of tbc KSlmselie Zettmg) 

It is common knowledge that the position in capit 
countries with regard to the publication of “informa 
about economic matters has two fundamentally, disi 
aspects. The law recognises a_right to privacy in 
conduct of business. On "the other handrlt" 
establishes the right of the general public to be infor 
about economic'' happemngs.‘'"ThuC^ while prbfS 
the business. secret, the law enforces pubheatim 
balance'-sheets, compels traders to make‘'cusi 
declarations and can demand from private individ 
such information as is required for the compilatio 
statistics. 

Under the system of. .private capitalism, all si 
controlled undertakings and public utility service 
short, all enterprises danced out of pubhc funds, : 
be reported on freely and are open to comment 
criric^m. This naturally leads one to suppose 
the Soviet Union, with its system of State capital 
is in a position to guarantee its general public a gre 
measure oi insigM Mo economic happenings 
occurs anywhere else in the world. Judged from 
capitalist view-point, such an aim would seem eas 
realisation in Soviet Union. As matters st: 
however, being a political dictatorship, the S( 
State considers to Be under ho obligation to n 
knovm facts regaramgTf^onoihic activities. It 
' ' ■ '"'53 ■ “ 
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in the acquisition and communication of economic 
news and in the mere gathcrmg of suA news for 
transmission anjidena^/orjhich thejaij^nrovides 
heavy penalties Thk applies even iflbrcoutents 
of drijntches do not constilute a specially guard^ 
State secret This is apparent from § 58/6 of the 
Soviet penal statutes The paragraph in question 
gives a definition of espionage and then proceeds to 


Thus, under this paragraph would come news items 
which ' do not form a subject of discussion because 
they have been vetoed by law or barred by order of 
executive authonties institutions and undertakings, 
regardless as to whether the question of ranuneration 
has played a part m sohcifing or gathering the 
information or m transmitting it 
The question of industrial espionage came up lor 
discussion dun " ^ 3 - ~ — 

of December ■ 
of the Soviet 


right to inform oneself about economic matters buds 
Its sole rcstnctions m business and ucrlcshop secrets j 
and in the employment ol non penmssible means I 
sneh as bribery theft, and fraud for the acquisition of 
itthmaiios fronded they have sot Wen made 
public theofflcialmdustnalplansarenaturallyregarded 
as coming under the heading of business and workshop 
secrets Not so the vanons items of news with regard 
to conditions of production and the state of individual 
enteipnses Moreover, the Soviet Dmon sees no 
reason vihy it should obstruct or stiJe cntiiasm of its 
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economic organisation It goes without saying there 
fore that eveiybody m the Union lias the nght to 
speak about economic questions or receive commumca 
tions about tliem, unless there is reason to believe tiiat 
the desired or imparted infonnation is by virtue oi 
decrees enacted by executive bodies or by the State 
enterprise m question not meant for outsiders This 
basic principle liolds good particularly in cases of 
statements made in respect to tendencies and the 
progress of production ' 

Although this statement carries wath it no validity 
in the legal sense, it can be looked upon as an official 
attempt at interpretation of § 58/6 But even this 
goes to show that the bona fide inquirer is running the 
risk of punishment if be is not quick in sensing v\hen 
and vvlicre it is forbidden to angle for news In fact 
the private gathenng of nevre of an economic nature 
in the Soviet Union is not without its penis 

To be sure tlie serious student of economic happen- 
ings in the Soviet Union has to rely mainly on the 
matenal supphed from official quarters This matenal 
is printed m journals of every description But there 
IS one point which cannot be overlooked And here, 
too, it IS necessary to proceed cautiously One has to 
make oneself thorougmy acquainted with the attitude 
of the Soviet press towards news m general its tlieones 
with regard to new s values and its manner of handlmg 
news Othenvise it would not be possible to make 
any use of proffered news copy for purposes not in 
strict keeping with the prime object of the publication 
An attempt to give a fcdimcal definition of news has 
been made by W Kusroitchev ^ 

Ail talk about an " objective reportmg that gives 
one a clear idea of what is going on ’ is one of the 
hypocrisies of hberahsm (he vvntcs) The task con 
frontmg newspapermen is not to trade in news 

^ ProHms of Newspaper Same, JIoscow, 1930 (Prohkmy 
Gase/ovsdsK)a) 



despatches but to edncato the working masses, to 
orgamse them under the sole leadership of the party 
To this end it is necessary to keep m mind a veiy 
definite aim This cannot be achieved by giving 
obiective reports on passing events Liberty of the 
press objectivity of the press, these are niere lUnsio ns 
Newspaper work in^ its branches is a mdilSlm the 
fuitheiance of the dass struggle and not a mirror for 
the " objective “ reflection of events Our press is 
under the control of the most progressive pohtical 
party in the norM This guarantees a gemiuidy 
objective, scientific evaluation of facts 

A different view-pomt is taken by \V Boguthevski, 
editor of the Moscow journal £ti hdustnalisan^u 
(Toward Industrialisation) Writing in a publication 
devoted to the theoretical side of newspaper work, he 
demanded of a newspaper that " in the first place it 
should undertake to inform, but his cntics, better 
versed in the creeds of the Communist Party, immedi- 
ately pointed out that he had blundered to the extent 
of putting fonvard a demand made by Tfoteki 
Praidist, the organ of the Commnmst Institute of 
Journalism, devotes itself entirely to subjects con- 
nected with newspaper production and news handlmg 
and plays an authontafive part m the evolution of the 
Soviet newspaper press In a recent number it wrote 
"At bottom, we make distmctions in our attitude 
towards facts that we see printed in the newspapers 
In questions aflecting social relationships there can be 
no talk of a dispassionate objective attitude" It 
then proceeded to cite Lenin s opimon to the effect 
that ' Matenahsm takes partisanship entirely within 
Its folds, so to speak, and unposes the obhgafion, in 
judging the importance of any event, immediately and 
openly to adopt a certain group view point," and that 
" when we report a fact which springs directly from 
the class struggle, when we report examples of the 
buildmg up of a new world, we have to buttress our 
attitude towards these facts with the Bolshevik 
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outlook ' This definition is m hne with Lerun’s idea 
of the press as agitator, propagandist and organiser of 
the masses Orthodox Stalinism of to day denies the 
press any other capacity and significance, and this 
theory accepted as the basis and veneer of all criticism, 
condemns any otlier tendency that dares to sho^v its 
licad In the last analysis, therefore, no Bolshevik 
news whatever can be regarded as possessing objective 
value , it will alwa} s bear the stamp of hvo propaganda 
and, at its mildest, is designed as a factor m the work 
of organising the masses Consequently, the facts 
screened off by the style of news presentment are 
to be adduced only by methods of analysis and 
inference 

There is a third point that needs to be taken into 
consideration before one can really understand the 
Soviet press Stalin has said that the press is the best 
weapon in the hands of the Communist Party Within 
the Soviet frontiers, the party is Die sole pohtical 
factor, which means, of course, that it has unlimited 
control over tlie economic life of the Stale It is the 
sole factor in Soviet State capitalism Lvery fom of 
intellectual activity beyond the bounds marked out 
by the party IS vetoed, as is every expression of opinion 
not m keepmg witli Bolshevik ideas It is useless, 
therefore, to expect either printed or oral cnticism of 
economic events This is not contradicted by the 
fact that, among the a\ailable news copy dealing with 
industrial happenings, one comes across plenty of 
" negative ” reports, accounts and news items It is 
proudly asserted by the Communists that nowhere else 
in tile world is criticism of public events, partinilarJy 
the daily round of economic production, practised to 
an extent at all comparable with the " self criticism ' 
of the Soviet public But even this self criticism is 
content to be just a method of stirring up interest and 
organising the masses into action Ihe entire press 
has not the slightest compunction in the matter of 
news suppression or the censorship of important 
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mforaiation When, for instance, on February isl, 
193s, the prices of all food-stuffs and lodgings were 
raised an average of 60 per cent m a scale varying 
from 25 per cent to 200 per cent, not the slightest 
mention was made of it in the press, although it was 
obviously recognised as a measure of supreme pohtical 
and economic importance, and moreover, one that 
very materially affected the veil being of the masses 
The step was taken by the competent authonties by 
order of the Government Such cases are of daily 
occurrence The State, as the active authority with 
full executive powers m aU branches of econoimc hfe, 


The real reason that mdnees the Soviet Umon to 
back Its economic activities mth a press organisation 
of a pecnharly extensive and varied nature is to he 
sought, not so much m the basic prmciples of State- 


any imperfection in this direction would in itseu leau 
to the adoption of wrong measures in the pursuit of 
economic objectives As it is, blunders of this kind 
have been plentiful enough in the Soviet Union 


considerable part of the latter kmd ot intoniiaiiuii 
thus collected is bound to reach the general pubhc 
The Soviet State largely counts upon the " creative 
forces inherent in the masses " in calculating possi- 
bihties and efiects But the masses want to be informed 
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as to hou things stand It is generally hnown that 
the Soviet Goveniment lost little time m directing its 
efforts towards the building up of socialistic economics 
and that tliese efforts had assumed definite shape at 
least as early as the year 1928, when the Five-Year 
Plan was inaugurated Thus it has come about that 
economic news reporting is now a very prominent and 
important feature of all Soviet newspapers, even 
playing a great part in sliapmg social relationships 
Practi^ly every newspaper is a sort of trade journal 
and every public spe^ an harangue on economic 
matters 

If one glances down the columns of any of the 
principal newspapers, it seems, at first sight, comparing 
It with the leading journals of other countries as if 
the mam difference consisted m the apparent absence 
of a busmess section The Izveslta of the Central 
Executive Committee the Government organ, has 
with a subhme touch of the conservative spint, con- 
tinued year m and year out to devote a little comer of 
its space to stock exchange news It gives the foreign 
exchange quotations, quotations fixed m accordance 
with some capncious standard, showing at times 
amusing little variations of a few points to the detri- 
ment of whatever foreign currency happens to be out 
of favour politicaEy Turthennore, it pubhshes a 
short list of formally negotiable State loans, although 
the stock exchange went out of existence m the Soviet 
Union years ago The Pravda, chief moutlipiece of 
the Communist Party, has no pronounced economic 
news section In line with the way in which the 
entire Soviet press is organised to cover distinct 
r^ons and fields of achvity. is the existence of 
numerous special economic news journals These 
journals, though run cm independent lines, are designed 
to supplement those press organs which carry political 
and general news, that is, if one retains the habit of 
associating “ press,’ even in the Soviet Union with a 
certain universahty of content These journals are the 
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)fiicial publicationsof the centralised economic ^xecuth'e 
bodies, but they popular in character and thereby 
3 ^^ from publications used solely for publishing 


Ekonomickeskaya Zhim was, until 1929, the official 
?rgan of the State Planning Bureau (Gosplan) and the 
uOuncU for Labour and Defence. It contained very 
instructive, detailed monthly reports on the prevailing 
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occurred on January ist, 1930. 

A third source of information on Russian economic 
affairs was the reguiar monthly puhlications of the 
State Bank (Bulletin of the State Bant, in three lan- 
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state of productivity was evolved. The new theory 
took cognisance of new monetary theories and new 
theories of market research, whereby everything that 
• suspect 01 Trotzkism 

the ideas of the Right 
Soviet leaders were at 
le re^ty, showm up in 
all its* darkest features by hgures that could not be 
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gainsaid, was to be made to accord wtb the roseate 
picture of steady achievement demanded by propa- 
ganda it was decided to proceed in a more radical 
fashion The Central Statistical Bureau was affliated 
to tlie State Planning Bureau now completely reorgan- 
ised under the direction of Lemns ebse associate, 
Krzlii2hano\'shy Of a sudden, tlie disquieting reports 
on the state of productivity were discontinued Even 
the compilation of the economic index figures by the 
State Bank undenvent repeated alterations, shrinking 
by the end of 1931 to virtual msigmficance 
The truth is tliat since the beginning of the year 
1930 the Soviet Union has done all in its power to 
withdraw from impartial investigation the facts with 
regard to the shaping of its economic life There is no 
official calculation of a pnee mdex no current reports 
on mdustry and agriculture no foreign trade fibres 
The tanlT figures, pubhshed m the buhetm of the 
Commissariat for Foreign Trade, are held up for six 
montlis or more before they are made public and it is 
difficult to say whether their tardy appearance is tlie 
result of a shortage of paper or attnbutable to some 
high purpose The only economic figures now bemg 
published at regular intervals arc the balance sheets 
of the State Bank But here too publication occurs 
without comment of any kmd Take one example 
On December 15th, 1930, the gold holdings were given 
as 480 million roubles On December ist 1931, they 
had jumped to 612 million roubles Now it is a known 
fact that the annual Russnn gold production amounts 
to about 35 milhon roubles and that in the course of 
the year 1931 gold to the value of upwards of loo 
million roubles was sold to Germany alone Nothmg 
IS known of considerable Russian purchases of gold 
abroad Nevertheless pubhc opinion in the Soviet 
Union IS not moved to inquire about the origin of tins 
very considerable increase m the gold holdmgs and 
the oifiaal news bulletms mamtam silence on this 
point 



me cwiiuiiiic news service strives ns hardest to 
answer the question as to how the control figures are 
to be fulfilled. The plan laid down at the beginning 
of each year, sanctioned by the political party chiefs 
and the Government and raised to the dignity of law, 
fotms the starting-point for every kind of reportonal 
work. Primarily, these control figures constitute the 
programme of production, and, although the vieiv- 
point adopted in official quarters is that the question 
of the quality of the goods produced is of tantamount 
importance, those engaged in carrying out the plan 
are all too apt to allow therosdves to be misled bj more 


Front." Brought 'together under this heading are 
figures of the daily coal production in the various 
rruning areas, statistics with regard to iron and steel 
output, agncultural machmes, artificial fertilisers, 
automobiles, locomotives, paper and oil. These reports 
do not aspire to be a complete survey of production, 
but cover special branches ot the indust^. For 
instance, the figures with regard to agricultural 
machinery only refer to the output from the factories 
in Rostov, Odessa, Nikolaiev and Smoviev. On 
another day would appear the number of tractors 
turned out in the works at Stalmgrad, Leningrad and 
Kharkov. The value of this material lies in the fact 

. 11 , pTit 
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of a campaign One of the effects of this land of 
reportmg is to give additional emphasis to every 
sudden readjustment of plans that has to be made 
in the ardent pursuit of economic objectives 
As long as transportation is regarded as a " tight 
place,” the newspapers pubhsh the number of freight 
cars loaded daily In Febniarj' and llarch, the number 
of liectares of ploughed land is given high news v^ue, 
as IS, m April and June, tlie total amount of newly- 
planted area Later on, it is the state of the crops 
and the } leld that get on to the front page Between 
whiles, there is the news of the total catch of fish or the 
quantity of farm stock or some other ” action on the 
front of sociahstic achievement” As soon as the 
general interest shows signs of wamng, economic 
reportmg is again confined to its allotted space in the 
vanous journals, there to await the moment when it 
will be called into action again It is m this way that 
the Soviet authontics have solved the problem of 
handling current economic news in the daily press 
In practice, it has been made possible by the so-called 
bngade work of the editonal staffs Groups of three 
to five journalists, sometimes more, under the leader 
ship of a ” brigadier,” are assigned to focal points, in 
the factories or bureaus of administrative departments, 
^wth the object of collecting news of decisive value for 
the campaign that is about to be inaugurated They 
do not confine themselves to figures alone, which in 
any case could be furnished immediately by the vanous 
bureaus, they undertake to give a thoroughgoing 
account of the economic situation, mentiomng the 
blunders and successes m the vanous fields of activity 
and investigatmg the evtent of the collaboration 
between the dinerent branches of industry Their 
accounts have to be ^v^tten m a snappy style and 
reveal acquaintance ivith the branch of industry taken 
under observation This work of tlie bngades is helped 
out by the " copy " sent in by volunteer contributors 
the so-called ” Worker and Peasant Correspondents ” 
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These send m detailed rqmrts about ivhatever is eoia? 
on around them It is a mosaic of httle pieces of infra 
mation, pimbled together without system, bnght and 
dark little pieces giving m their totality an mterestmg 
and eloquent picture of economic conditions Then 
there are the contnbutions of well-known authors, 
showing that even literature is enlisted in the service 
of economic news reporting Names of international 
repute, like Gladkov, Lidin, Ryklin, Kokov, appear 
at the foot of articles dealmg with the day’s happempgs, 
labour conditions, blunders and achievements of 
individual lactones or entire branches of industry. 

The truth of the matter is, however, that all these 
authors, though bnnguig to then task good intentions 
and the Stalin outlook, for the most part Jack inoiv- 
ledge of economics and technical matters, and so con- 
fine themselves to a superficial treatment and intopre- 
tation of facts of no particularly decisive value m the 
sense of the three above-mentioned duties which, 
accordmg to Leran, it is the duty of the press to 
discharge 

It should not be overlooked that this economic 


does reach 'the reader, but in the undigested form oi 
titbits Even the highly-landed self cntiosm is put 
across in this way and is therefore robbed of a great 
deal of its value as data for the senous student of 
economics Most observers of Russian conditions are 
acquauited with the method adopted by publications 
hostile to the Soviet Ufflon the Soviet press is combed 
for adverse comments and figures, which are then 
minted into the desired com and made to point to 
some facile conclusion, generally stressed with the 

le 

le 

Is 
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are as futile as the practice of rocketing the actual 
achievements The only difference is one of approach 
Of course, the trained observer pays due regard to all 
these little pieces of economic news appearing in the 
Soviet press, but they are of httle value to him unless 
supplemented by the cntical reports of experts Herein 
lies the tremendous difficulty of gaming an objective 
survey of Soviet economics Herein, too, lies the 
reason for the absolute contradiction in the statements 
made bj persons who have visited Russia 
It stands to reason that m order to facilitate the 
political and economic conduct of the affaus of State, 
the facts with regard to the economic situation have 
to be made available, not only as data for surveys but 
also for the purpose of deterrmning the mam lines of 
the economic policy Every speech made in the 
Soviet Union by one of the prominent political leaders 
IS more or less a dissertation on economics There is 
now quite a traditional prcscnption that is invariably 
used lor framing these declarations The formula is 
more or less as follows begin by presenting a picture 
of the gloom beyond the frontiers where capitalism is 
showing daily portents of disintegration and advancing 
corruption, and then against tins dismal background 
proceed to make the bnght spots of Soviet achieve- 
ments stand forth all the more effectively Seeing 
that these arc as a rule purely political speeches, one 
cannot blame the speakers for sdcctmg and interpreting 
their facts in a way best suited to their purpose As a 
case in point, at the beginning of the year 1932 the 
most rosy accounts of the mdustnal progress achieved 
\n 1931 were broadcast on several occasions by vanous 
speakers We were told about big increases in the 
production of machinery, electnc power, oil, footwear 
and canned food-stuffs Yet not one of the speakers 
gave any tangible figures as ri^ards agnculture Of 
course, plenty of reference was made to agncultuie and 
there was much exulting m the increase in the total 
acreage of newly-planted area and m the number of 

D 
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tractor stations But not a word vras said about the 
harvest yield, simply because these figures would 
hardly have fitted m well with the other picture 
Only at a later date, and then through indirect channels 
did it become knoivn that the yield was only 6o per 

cent of ■ 

parts of ■ ' 

supply,” 

famine Having now concluded the optimistic part 
of his official speech, the Soviet speaker passes on to 
the topic of self-cnticism, declaring something to this 
effect " Although we have achieved such grandiose 
vmheard-of, tremendous, gigantic successes m the 
domain of socialist construction, let us turn our atten- 
tion now to a few shortcoimngs " There follows, as 
a rule, the announcement of figures less likely to give 
satistaction, generally with reference to the quality of 
the goods produced but m this matter the extreme 
difficulty of supplying anything in the nature of exact 
figures baffles any attempt at forming an opinion 
Economic pronouncements of this sort, though given 
the fullest publicity in the press and subsequently issued 
as pamphlets to be distributed to millions of readers, 
are actually passed over without comment or cnticism 
and are of just as little use to the student of Soviet 
economics as most of the other published material 
Only those acquainted with the Soviet methods of 
propaganda, only those prepared to bear these methods 
constantly in mind, can sift out the rock bottom facts 
and truths from the incoherent mass of figures compiled, 
for the most part, in secret 
In the year 1930, official figures were stiff fieing 
published pving the total gram yield In 1931, only 
percentages of the planned crop were made knom, 
the planned figures being kept a secret Following 
the abolition of an official pnee index, a lot of extrava- 
gant nonsense is heard about the amount of capital 
sunk m this or that enterprise The price level has 
undergone repeated alterations, without any apparent 
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reason jet one goes on glecfuUj companng the rouble 
sums of 1928 with those of 1930 and 1932 and e\cn 
vith the pre-^\ar figures That one cannot measure 
economic results b> the unpressncncss of the capital 
sums in\csted is a maxim that holds good c\en in the 
USSR Added to ill tins arc the justifiable mis 
giMiigs one is bound to feel as to the authenticity of 
the figures supplied bj Uic central authorities Cases 
repcatcdlj occur in u hich responsible leaders of bus ness 
or industrial undertakings arc taken to task punished 
and e\cn cxTiellcd from the party for having sent m 
too optimistic accounts of their achievements It is 
typical of prev ailing conditions that dunng t!ic spnng 
of 1932 a ccnenl inventory was made tor the first 
time of all evisting industml plant and feclmical 
equipment in the Soviet Union Some indication as 
to how tlic plan and control figures are amved at vvas 
men dunng the vanous so called sabotage tnals 
iTiO'iC w lio took the trouble to spend daj after day and 
half the night in the badly ventilated rooms of the 
Moscow Trade Unton Building listening to the details 
0/ these political trials took away nitJi them a devas 
tating picture of olTcial cconom c news reporting 
Beside the centralised super dimensional methods of 
bu'inws conduct tlicfc is the constant control of enter 
pnscs workshops and institutions by special com 
missions sent out b) the central bodies ihc publica 
tions of these speaal control authonlies like the 
Worljjian Peasant Inspection in personal collaboration 
through the Peoples Comimssines vnth the Chief 
Control Committee of the Party or tlie so-called 
riilfilmcnt Commissons working in close touch 
with the Govcmnicnt occasionally publish interesting 
and important economic news items Every now and 
tlicn how ev cr a decree has to be enacted lirusquely 
d recting that indiv idual enterprises are to be subjected 
to control only m special instances and when adequate 
reasons for such action have been duly furnished 
This is because it has beccHne quite a common thing for 
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business and other executives to be visited daily, not 
only by one control commission, hut by hall a dozen 
The system, with its pyramidal structure, its cen- 
tralized bureaucracy and revolutionary improvisations, 
has become top-heavy 

It IS hard to say whether the secret economic news 
service of the Soviet Government is really able to 
meet the demands of a State-planned economy, il the 
latter is to function properly Of relatively mmor 
importance is the problem as to how the work of 
gathenng the news is organised, whether along party 
lines or through the Soviets Actually, it is earned 
on in both directions The results are probably 
mutually corrective to a certain degree All the same. 
It seems as if the Soviet Government has to get along 
at present without the aid of an organisation capable 
of supplying a continuous and prompt service of reliable 
information about economic process and that its 
economic policy is based more on general market 
tendencies regarded in the light of pohtical emotions 
than on actual tacts 

It is clear that the pnnciple of objectivity is dis 
carded just when it comes to handhng economic news 

- il- t-l ri - 


point of viewadoptea uy uiewouiiuuiiui r iiiBe 
tendencies were duly registered and cxplamed at the 
l6th Parly Congress m the summer oi 1030 On that 
occasion, Bultbann's Right opposition^ theoiy with 
reference to the recuperation of capitalism was con- 
demned lock, stock and barrel Since then, every 
investigation has to lead up to the conclusion that all 
signs point to a progressive decay of capitalism, a 
further dwindling of world trade and a greater danger 
of w ar for the U S S R In the sheer monotony ol this 
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refnm (here is q\ cn a touch of subhmit} But in tlie 
end it IS such 1 stupid one sided method of reporting 
that it cannot fail at tunes to mislead in matters of 
decisive importance with disastrous results There is 
cverv reason to believe for instance that the Govern 
ment bodies entrusted with the task of formulating the 
foreign trade plans were so m sinformed about economic 
conditions abroad that they were completely taken by 
surpnsc when the sudden slmnkagc of values occuiTcd 
m 1931 and when later on Russ as foreign trade 
slumped badly I\ight dowm to the spring of 1931 tlie 
Sovaet press and official quarters were still quite con 
vmced that the USSR would be rdativelj untouched 
by the world trade depression The disquieting way 
m which Uic passive side of the foreign trade balance 
mounted up from month (0 month hnailv served to 
bring the truth home to them And then with all 
haste the import plans had to be readjusted— in other 
V ords to be curtailed 

Relatively good is the information scmcc with 
reference to special markets— for instance the inter 
national grin market where the Russians have been 
operating watli success for years Cn the other hand 
nollimg could be more incongruous than the way m 
which economic news from abroad is made to serve 
agitatonal purposes A classical example of this is 
the speech delivered by Premier Molotov at the opemng 
of the Hurd Session of the Central Executive Com 
inittec in December 1931 wiere m a rexncw of the 
world cnsis lie endeavoured to show that the dis 
integration of capitalism could best be instanced by 
conations in Germany and Brazil He made use of 
data which onginatcd in part from the market research 
reports of the Berhner Jnslilnt fur Konjunkiurforschung 
m part from economic news reports that bad appeared 
milieLvcslia the Government organ In the course 
of one of his arguments he illustrated a point by taking 
the wages of a piece time worker in Germany Con 
verted with some boldness into terms of the Moscow 
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pro- 

' es of 

1931 and 1932, was not m the least embarrassed by the 
thought that perhaps the purchasmg power ol a 
monetary unit bolstered op by an artificial rate ot 
exchange would not be the same abroad as or Moscow, 
although It could not, of course, have escaped his 
attention that even the Moscow State-controlled hotels 
valued the dollar five to six times higher than the 
quotation appearing m the official organ 
Notwithstanding all the difficulties of economic 
news reporting m the Soviet Union and the restrictions 
imposed upon it by potitieai notions, the economic 
press m at! its ramifications is well worth the senous 
study of the student of affairs provided he sets about 
the task in the right way 
Coming now to the daily newspapers, one of the most 
important is the organ of the People’s Commissariat 
lit kisvy Industry, /n lttdmtrislm:i}’ii Here, too, 
more space is given to the short news stoty than to the 
diUgent brigade work ol the editonal stall An effort 
15 made to keep the reader constantly inlormed about 
the state of the major industnes and to give, at regular 
intervals, reports coveting the other spheres of indus- 
tnal and busmess activity These reports are written 
m a detached sort of way Although this newspaper 
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eneral standard 
the less lespon- 
bears the title 

iifui (-ioii) It ij> luv. V. ntrsl Council of 
the Trade Unions, whose speaal duty lies m furthenng 
the organisation of labour and m raising the efficiency 
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of flic indmdual worker Considerable spaceis de\ oted 
to questions of collective a^cements {icgulation of 
wages and working conditions), though it is interesting 
to note that even this paper adheres far more to the 
point of view of the State as employer than to that of 
the w orkers In tlic w orld of transportation, w Inch is 
one of the sorriest aspects of Soviet economics and will 
ccrtainiy continue to be so for many 5 ears to come, the 
most important publication is Gvioli, a daily news- 
paper, orpn of the Railroad Commissanat and the 
Railroad Trade Unions T)ie Commissanat for Agn- 
cultiirc controls the dad) SoiswhsUc) cskoe Zmkdjelyc 
(Sociihstic Agnculture) , it circulates among tlie higher 
officials on the State farms and at the centres of the 
agricultural collectives, and is also read by live stpek 
breeders and agronomists Most of its contents 
consist of technical articles on agncullural subjects, 
but it al'io prints informative articles on the practical 
side of farming 

The State Hanning Bureau and the Commissanat 
for finance Invc in U<!nmich€sla)a Zhzh their own 
press organ It first appeared m 1918 and for several 
i ears it was the best piper for reliable economic nevva 
\Vlien the first fiv e-Ycir Plan was set up, all questions 
of political economy were nilurally withdrawn from 
public discussion The Gosplan has v ery little informa- 
tion for public consumption nowadays and has become 
a quiescent authority with a bureaucratic turn of 
mind The financial policy is confined for the most 
part to the organisation and control of the functions 
of the State Bank Questions of taxation hav c become 
almost completely a matter dealt with by the depart- 
ments tiiemsdves, and the only thing that seems to 
arouse any interest at all is the position with reference 
to loans and savings-bank dc^sits The LKonovn 
clmliaya Zhizn is valuable ramnly because of tlie 
insight it gives into llie practiol conduct of the State 
Bank 

Zmbshenijc, Kooperaaya, Torgodya (Supply, Co 
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operation, Trade) is the title of the newspaper brought 
out by the People's Commissanat for Supply, the 
Centra Federation of Cooperatives (Centrosoyus) and 
the trade unions belonging to these mdnstnes The 
Foodstuffs Industiy is also under the control of this 
commissanat and publishes its figures in this organ 
These figures serve to reveal a remarkable diange that 
has taken place in this sphere of economic life. For- 

■' ' ' ' * . 1 -- dministrative 

eraahsed dis- 

■; ' ' ■ "Learn how 

‘ fore. It IS 

designed, in the mam, to assist in the betteiment of 
the State-controlled and cooperative trade organisa- 
tions, These new tendencies are particularly inter- 
esting. They find expression in this newspaper, which 
fiirst appeared in 1931 

Not all the important Soviet economic journals are 
published in Moscow There is, for instance, the 
Za-Sotsialislichnti Pmiudovu, the economic organ of 
the Ukrainian Soviet Government m Kharkov The 
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Statistical data are published m the Bulletin for 
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figures for transportation and industry reproduced m 
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(he dll]}' press The penodical Smdskoe Slroitdslvo 
(Soviet Construction) is really an organ for the tech- 
nique of administration, but by wtiie of the close 
connection axistmg in the Union belv.een administra- 
tion and tlie mamgement of the economic life, it 
sometimes publishes articles of great interest to 
the economist Agricultural problems are covered by 
more than three cloven different penodicals Out- 
standing among these arc Agrarnyc Prohleny 
(Agranan Problem';), a pcnodica! dealing wtli inter- 
national aspects of the agrarian problems and with 
the pea'^ant movement, S(d%\ahsUchtshc Rchii- 
slruh'je Sehko<,o Chosjaislta (Socialistic Reconstruction 
of Agriculture), a sacntific publication of the Com- 
mi'sanat for Agriculture, and Za Sehko Khcz^atdmyt 
Kadry (For Expert Farm Management) A montlil} 
publication of the timber trade and forest industry, 
Ly&not Khoz^auivo t Lyesnaya Promyshhnost, is pub- 
lished in Leningrad Of the large number of industrial 
and technical publications, mention should be made of 
Sid (Steel), publislicd m Kharkov, ]ycsthk Jmhencm 
1 Temik^ {thcZng)nKT^ andTccImmans’Mcssengcr), 
which can be compared with the organs of the national 
engineer associations m other countnes, and Pred- 
firijalye (Enteqinsc), the organ of the economic and 
technical bodies Attention should also be draivn to 
the excellent publication Goruy Zhurnal (the Mining 
Journal), v hich existed before Uic war, and also to the 
pen odi cals (Cool) Ne/t {0i])i3TidZ!ctne}eMeltlly 
(Light Metals) 

Information with reference to the legal aspects 
of economic affairs may best be had by consulting 
the Byulltkn Pmamojojo % KhotmUvtnmo Sakono- 
datelysiia , while for information on general trade 
questions, especially questions of foreign trade, the 
best autbonty is the monthly published by the 
Chamber of Commerce of the Sovirt Union, Ezhmes- 
^aichmk Vsessojusm Torgmt Dalaiy, which is also 
issued m an English edition The Commissanat for 
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Foreign Trade produces two penodicals • Vneschnaja 
Torgovlya (Foreign Trade), devoted to the offiaal 
foreign trade policy and publishing information about 
the state of the foreign markets, and also a statistical 
survey of the Chief Cmtoms’ Department Die 
Commissanat for Finance has its Ftnansy i Narodnot 
Kkozyaisivo (Finance and National Economy) and a 
special organ for making public its enactments, the 
Izvestia Narhmfina SSSR The State Planning 
Bureau has its own penodical, Planovoc Khozyaisho 
(Planned Economy), and the People’s Commissary for 
Labour publishes, as its official organ, the Izveitia 
Narhomiruda SSSR Of the saentific pubhcations 
dealing wth economic and financial problems, mention 
should be made of Ftnanzovye Problemy, Na pknovm 
Fmiye, which concerns itsdf with planned economy. 
Pyohleniy Ekonomih, handling economic problems from 
the Marxian point of view, and Gtprmes, journal of 
the State Institute for Planmng m the Metal Industry, 

I* « (I ^ TV 


many penodicals, some of which are excellent both in 
contents and make-up If emphasis is placed on the 


regions, become indispensable 
The official news service of the Soviet Umon, Tass, 
used to run a special economic news service produced 
by one of its departments, known as the “ K 7A " 
{Kmmerichtskie Ttlegrtfim Agmism) Tbs senvce 


been spht up into a number of special sections 
In all other countnes the advertisement section of 
the newspapers and periodicals is always a source of 
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information atout economic conditions Advertising 
ID tlic U S S R IS just passing through Us first stage of 
dc^eJopment Defection of an ewsfing demand js 
limited to llie small advertisement columns A decree, 
whose importance as providing a source of mfonnalion 
on economic matters it is too carlj yet to estimate, 
enforces the publication of tJic names of those enter- 
pnscs which ln\c become jnsoUent and wliose creit 
account with tlic State Bank has been foreclosed If 
absolutely reliable, such a bankruptcy list would help 
to throw light on many aspects of Sovaet economics 
Taking into consideration the many possibilities for 
gathenng mfonnation inherent in the Soviet system of 
handling news, it is certainly quite possible for a 
cntical ob'erv’cr to get an idea of the state of Soviet 
economics that will approximalc very closely to the 
truUi But there will always be the likelihood that the 
composite picture thus formed may be out of keeping 
with reality in some of its essential details A much 
simpler and more reliable method is that of personal 
investigation, provided the observer in question is 
siiffiaently qualified to pronounce judgment on things 
actually seen and to discriminate between what is 
merely superfiaal and in a slate of flux and matters 
of permanent aaiuc It is especially important to 
check the matcnal obtained either directly or m 
directly from the Soviet Imion wilii the information 
obtainable from pnvatc sources beyond the frontiers 
In the first place, there are the foreign trade statistics 
of tho^e countries whicli enjoy trading relations witli 
the U S S R Turtlicrmorc, very often some revealing 
light can be thrown on Soviet economics by a study 
of the orders given to foreign firms the quantity and 
nature of the goods o^ercd for export and the financial 
operations earned oat on stock exchanges in the 
vanous countries on behalf of the Soviet Union 
Here, too, it is a question of separate news items 
which it is by no means easy to co ordinate and 
interpret 
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Summing up, it can be said that from the point o: 
view of news gathering the conduct of economic afiain 
in the Soviet Umon has ceased to be a closed book 
The actual position can be envisaged in its broad 
outhnes, and any failure of expert opimon to agree it 
its predictions is attnbutable solely to diflcrences it 
political outlook 



IV 

CAPTAINS OF SOVIET INDUSTRY 

By PjjOFnssoii Dr. Heinrich Poppelmann 



IV 

CAPTAI^S or SOVIET INDUSTRY 
Bj pRoitssoR Dn HnsRiCH P6rpu.MASs 

JuDG^^:^T of men and matters in the Soviet Union 
IS so liable to be influenced by purely personal reactions 
that It IS difficult to say just how far it is possible to 
measure the calibre of the Sonet leaders by generally 
accepted standards Close contact wlh some of these 
leaders dunng my four years of active collaboration 
with the Sonets is no guarantee of objectivity on my 
part when it is a question of presenting their portraits, 
and a near new of their “grandiose attempt to 
Amencanise a backward nation “ has not helped to 
free my mind of certain dislikes and prejudices 
I should like to say at the outset that my observa* 
tions were limited to that small circle of industnal 
leaders now known to have played a decisive r 61 e in 
determining current trends in Soviet industnal develop- 
ment At the time of my stay in Moscow', from 
January 1928 to December 1931, these men were for 
the most part occupying high posts in the vanous 
people’s commissanats Jly own work w-as in con- 
nection with the organisation of the agncultural 
machinery and tractor construction industry The 
Soviets had come to regard this industry as the key 
position, so to speak, lor the advance towards tlie 
Machine Age '' now dawning over the distant lionzon “ 
Vast expanses of agncultura land were to be prepared 
for t!ie advent of this Madune Age Under the leader- 
ship of these captains of Soviet industry tlie mechamsa- 
79 
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tion of agnculture had made enormous stndes, and 
by the year '**- ^ - * i- . 

million hecta 
the value of 
m the same 

The men v I 

behind the broad and imposing facade of Soviet 
industnal construction A few of them belonged to 
the circle of Stalin's intimate collaborators Some of 
the names of the members of this clique are now well 
known, for example, Gngory Ordzhonikidze, People’s 
Commissary for Industry, and Yakov Yakolev, People’s 
Commissary for Agncvdture, and their energetic 
protagomsts, Kaganovich, Akulov and Rosengoltz 
Furthermore, I shall have occasion to give my impres 
sions of Molotov, President of the Council of People’s 
Commissaries, of Bogdanov and Glebov-Avilov, as 
well as of the Red directors and technical leaders of 
the trusts and factones Several of the latter whom 
1 shall descnbe took a prominent part in the Ramsm 
tnal and other " wrecker *' tnals 

T I - 1 I 1 -J ’ 


« , .*,1 1*1 /n Qovern. 

>eryone 
. vn many 

courtesies On no occasion did I have reason to 
complain, despite the fact that I made no secret of 
my capitalistic outlook in economic matters The 
difficulties I had to overcome at times were consider- 

\ 1 M J mI. y ^ITQdOTl 
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quarters and immediate action \\as taken to see that 
tiic matter \ras put ngtit to my entire satisfaction 

M} other admission is my discovery of tiio fact lliat 
e\en m the SoMel Union pigs have no flying ambitions 
and that the BolshcviIvS ire only human beings after 
al! Gone arc the days when the Bolshevik, could be 
dismissed as a fanatic imbued vvnth ascetic ideals 
In lii^ struggle uitli a stem reality he has himself 
become a hard-headed realist l«s disinclined to rub 
shoulders ujili other members of the human race 
Yet the leaders do not lead an enviable sort of life 
and it Mould be quite vvTong to suppose that the com- 
missaries m the Krcml and the directors of Inists and 
factoncs arc able to enjoy greater conveniences of 
bving Up to now Old Mother Hubbard lias presided 
over kitchen ceremonies throughout the land Most 
foreign specialists in Russia know tliat feelmg of 
depression that comes over one m passing queues of 
long suffcniig Russians lined up on the Tverskava m 
Moscow Hquippcd willi his social food ration book 
the foreigner can make lus purchases at the foreigners’ 
stores, but it hurts Inm to think that many of Ins 
purchases which lie has become accustomed to regard 
as life's bare necessities arc things far beyond the reach 
of the ordinary Soviet ciUrcn 

A day m the life of the industrial leaders is an 
exciting affair c\ cn under normal conditions Tlicy, 
too, know what it means to have to go without It 
IS commonly said tn Afoscow that there is hardly a 
commissary wliose health has not been undermined 
as the result of overwork coupled with privation 
T hi 5 , in my opinion, can be pul down largely to the 
CTcepmg paralysis of bureaucracy, to llic endless 
succession of conrcrcnccs with their futifc conlabufa 
tions and to the mama of tlie Russians for indulging 
m discussions on theory 

On my journey from Berlin to Moscow in January 
1928 I was accompanied by Dr Alexander Svanidzc, 
Slalm's brothewn-law, then financial attach^ at the 
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Russian Embassy in Berlin, and generally Itnorra [or 
the he played in drawing up the agreements with 
■American and German concerns with regard to the 
manganese ore dejiosits in the Caucasus. Acting on 
behalf of Ordzhonikidze, he had engaged me as an 
expert consultant for agricultural machine construc- 
tion. On the journey to Moscow we got tojalting 
about economic problems, and among other thuigs 

: we discusFed t 

Vistic_and Bols 
raylirgument 

the'Tdiscoveries made by the late Professor von 
Ihering after many years spent in the Brazilian forests 
studying the habits of white ants and bees It is 
von Ihmng’s contention that sex is the.prime.faclor 
in defefinining^the.form of society. He found that 
where_cbmmunism prevails in the insect world the 
State IS composed to 95 per cent and.more of sexless 
citizens who have no family cares and no desire to 
hoard with a view to smf-ennehment, their sole 
interest being directed towards preservation of the 
stock,' that is to say, they are the' obedient subjects of 
the Queen and the guardians of the few males, In 
human society, however, the dominance of the sex 
instinct in its individualistic form is bound to find its 


of the survival.of.thejttest. so that even if a com- 
munistic state were to be formed it would not be long 
before the stronger individuals crystallised out from 

. ■ man of engaging 

.givings and declared 
; ' . ’he wntings of Lenin, 

, ; .1 deal ivith the argu- 

ments of the German naturalist. Well, after four 
years spent in Russia and a close study of the nature 
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and aims of communism, I am not yet convinced that 
von Ihcnng is not a better autlionty 
Shortly after my amx'al m Mo5co\^ I was cilJed 
to commissarial headquarters to be introduced to 
0rd?honikid7e The difficulty I experienced m getting 
into Ins presence reminded me of the male ants in 
insect communism In the outer room guarding the 
approach vais Ins secretary, dressed in a brown uni- 
form, and the ' busaness manager" of the commis- 
sariat, both besieged by a crowd of persons of boOi 
seves They were all speaking at one and the same 
time, they were aJJ wcanng peaked caps and aJJ 
smobng clieap cigarettes I had to wait about half 
an hour and be subjected in the mcanlimc to cunoiis 
glances, since in the year 1928 there were only a few 
foreign technical experts in Russia To be privileged 
to wear caps at all limes and in all places seems to be 
one of the most notable achievements of the revolution 
I recall a little episode (hat occurred about a year 
later when I was delivering a course of lectures at the 
Moscow Technical Academy "Eomonossov" It was 
rather disconcerting to see how the students invariably 
sat throughout tlie lecture with their caps on, although 
It was a particularly hot summer So on one occ<asion 
I decided to give them a broad hint Having among 
my belongings a brand-new straw hat, I took this along 
with me and, when about half-way through the lecture, 
moduced it in class and dclibcralcly set it on my head 
But the only result wrts that the whole class apparently 
found the siglit of this broad-nmmed lieadwear mticli 
more interesting than my lecture on agricultural 
machine construction Aftervtards I was told that 
the students had cracked the vilest jokes about my 
hat of straw, which to them was something quite 
unknown and immensely ridiculous 
At last tlie door of Ordzhonikidze’s room was opened 
and about forty persons came streaming out This 
was the signal for the others who had been waiting 
for an audience to swarm towards the door, but they 
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were pressed back by the energetic secretaiy, who 
announced that it was my turn to be admitted to the 
leader 

Gngoiy Otdzhomkidje, a prononnced Caucasian 
type with hard features and all outward signs of a 
forceful intellect, was sitting at the head of a long table 
He, too, was wearing a brown uniform devoid of ail 
decoration He received me with studied pobteness 
and a show of kindness Chairs were arranged around 
the walls of the room, whose huge dimensions gave it 
the aspect of a State room, and on either side of the 
iong (able, covered with red baize instead of the usual 
green The walls were hnng with multi-coloured 
charts and diagrams and the inevitahle pictures of 
Lenm and Stalin This was then the room where the 
never-ending conferences were held Dr Svamdze, 
in introducing me, gave a short account of my career 
and activities, whereupon the commissary, m a few 
’ ’ " ‘Mof 

Iting 
the 
s to 
but 
ying 

that proper cnticism and control, if it is to achieve 
its purpose, is a kind of ' doing things," m fact it is 
just by working along some such lines that pioneers 
achieve their results, Ordzhomtadze laughed, but 
then remarked quite seriously that perhaps I should 
be given a chance to " do things " simply because 
there was so much to do My chance came along 
quicker than I imagmed I also told Ordzhonikidze 
that I should hke him to give me a guarantee of im- 
munity for the duration of my contract, but this he 
refused on the ground that he had no authority to do 
so However, he assured me personally that I should 
he treated like an " eyeglass in the hollow of the hand " 
This promise he kept 

A realist with a quick grasp of essentials, Ordzhoni- 
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zc possesses all the qualities of an induslnal leader, 
ich accounts for liis rapid promotion Formerly 
head of the Workmen’s and Peasants’ Inspection, 
IS now the big man in the organisation of Soviet 
ustnal endeavour and, as such, Chairman of the 
ircmc Economic Council Under his leadership the 
rkmen's and Peasants’ Inspection plajed a far 
re significant part in Sowcl economics than it docs 
lay Most of the men he had gathered round him 
tlie Workmen's and Peasants' Inspection are now 
up}ang important posts, Yakolev is Commissary 
Agnculturc, Kosengoltz is Minister for Foreign 
airs, Aknilov is in the Gay*Pay*Oo, Lazar Kagano- 
a IS Assistant Commissary in the Supreme Economic 
incil, Z\]ko IS in the Commissariat for Agnculturo, 
I so on Competent observers maintain that 
Izhonikidzc had gatlicred around him the Uitc of 
Soviet leaders dunng those days when he was 
d of the Workmen’s and Peasants' Inspection 
jy were ail men well able to command respect and 
them arc credited the ambitious objectives of the 
c-Ycar Plan If these objectives prove unattam- 
the blame for the failure should not be laid to 
account of these leaders who planned so boldly, 
to the fact that the Soviet ship has run foul of the 
itest system of bureaucracy ever erected If there 
nything in this countiy of Pussia that is assuming 
mtic forms it is its liuge administrative apparatus 
h its tinng formalism and its laming lutihlies 
^zar Kaganovich, Tindtr whom I worked for four 
rs, IS a man of excellent parts, a sincere character 
; an efficient organiser We got along veiy^ well 
ether m spite of difference of opinion on political 
[ economic matters If the Union had more of 
5 type of leader, things would be other than they 
to-day Intelligent, active and reliable, his dili- 
ce knows no bounds except those imposed upon 
1 by heart trouble As a member of the Supreme 
inomic Council hr was in charge of the entire machine 
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construction industry as well as shipbuilding Cer 
tainly no easy task tor a man who, only a few years 
ago, was a simple worker to whom the design of a 
Diesel engine meant absolutely nothing But despite 
all his^achieyements m the field of organisation, hke 
all the other Soviet leaders, he has been brought to 
realise that while it may be possible”toTum out single 
machines or to produce large quantities of a copied 
tnachme, real process cannot be made without the 
aid of specialised knowledge There is"'ahlnonnous 
shortage'ui Russia of creative engineers It is very 
improbable that the present system of forced trainmg 
of fechmtal students is the best solution, because it 
is extremely doubtful whether such a system is capable 
of producing engineers sufficienfly tramed to cope with 
modem tedimcal problems In the first place, it 
results in a type of " spcciahst ” that has no under- 
standing of engineering tradition Secondly, it does 
not bring out creative talent Much is made by the 
Soviets of what has already been achieved m this 

** I llt^ ** J An 


material energy ii’b not quduiuy ludi wuuw m 
the long run, and quahty of production is going to 
be the factor that will decide whether the rapidly- 
built skyscrapers of Sowet industry will stand the 
test of time All greaUechnical achievement of modem 
times presupposes the existence of a large body of 
highly-trained engineers and specialists This has to 


reckoning production costs In all its essentials, 
busmess management remains the same in any sort oj 
economy. Business has not been revolutiomsed if 
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the Soviets decree tliat a factory is to sell a reaping 
machine to the peasant, ^\ho has brought along his 
horse to fetch it away, at the pnee of 118 roubles and 
to deliver the same type of machine to the peasant 
ro.ooo hilometres away at 118 rowbles If neither the 
factoty nor the sales organisation nor the distant 
peasant has to pay the cost of transport, the State 
will have to make a book-keeping cntiy Tliat cannot 
be accounted a groat achievement of the new system, 
unless, of course, the mere fact that the Soviets are 
able to take a rouble out of the agranin pocket and 
put it m the mdustnal pocket is acclaimed as an achic\ e- 
ment But even this cannot be done \sithout giving 
nse to signs of commeraal atrophy Moreover, it 
presupposes an unchanging purchasing power and 
iinmci il autocracy As a matter of fact, the Soviets 
are finding that the travelling expenses of the rouble 
in its itinerary from one podet to another are much 
higher than they imagmca The declining purchasing 
power of the rouble his also tended to belittle the 
achieiemeni 

Another tiling the Soviet leaders have learnt is tint 
it IS not all the same whether the huge constnicUon 
works arc entrusted to the qmck-traincd *' specialists ” 
or to the engineers of the old school— and not even 
when these ' specialists " have been sent abroad to 
see how thin^ are done 

Talking these things over with the technical director 
of one of the biggest industnal trusts, a Russian 
engineer of outstanding abilities, he agreed with me 
that the position ^sas one fraught with danger " We 
are going ahead fast enough,’ he declared, " but we 
are racing along a dark road with blinded headlights ” 

In the summer of r928 I was assigned the task of 
'reconstructing and mechanising one of the most 
important agricultural madiine construction factoncs 
m the Union " A wdJ-known Russian engineer 
warned me of the dangers I would have to face if I 
undertook this job In his opinion, it would be 
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impossible for me. as a foreigner and unacquainted 
with the Russian language, to get the young and 
inexperienced Russian engineers of this factoiy to 
co-operate with roe For every department and 
projected improvement there would be piles of instruc- 
tions, technical and economic calculations, charts and 
tables, detailed designs and compilations— in fact, 
these young " specialists" would see that eveiy nut 
was accounted for 

As I had heard that he was rather upset because I, 
a' foreigner, had been chosen for this job in preference 
to him, I did not set much store by his ivaroing 
Actually everything conceivable was done to harass 
and impede me, not only by the engmeere of the 
factory but by my nval as well In the end the 
Government intervened It came to a scene between 
Kaganovich and the Russian engineer, who now found 
himself in a very precarious position However, I 
succeeded m putting m a good word for him and pro- 
posed him as chairman of the pre-examining com- 
mission that was to adjudge my designs Nothing 
can be done in this countty without a host of com- 
missions After overcoming a few difficulties, my 
proposd ivas accepted Therealter my former nval 
gave me his sincere support and did his best to induce 
the Russian engineers to co operate in a positive 
sense The designs were completed within thirteen 
months A motor lorry had to be reqrasitioned to 
bnng the raountam of designs diagrams and calcula- 
tions to the chief examining commission The 
scrutiny in Moscow toot several days Then the de- 
signs were sanctioned 

Speabng of this ballast of rules a nd regulations, 
most of them quite unnccessaiy, il is stdldiliScilirta 
say just how far these encumbrances are the outcome 
of sacred bureaucracy or of the “ wrecker " psychology. 
It IS a fact that one and a half years after the above 
episode occurred, the Moscow newspapers puhhshed 
the sensational report that the chairman of the chief 
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scrutinising commission, the technical director of the 
trust, the technical director of the factory, his assistant 
and six other Russian engmeers had been arrested on 
a charge of sabotage, to which they had aUegeiy 
confessed 

This may serve to show ho\v great were the difficulties 
confrontmg the first communist industnal leaders in 
their task of reorganising industries destroyed by 
revolution and civil war Their task was made harder 
by the fact that they themselves had little knowledge 
of factory organisation and by the fact that they had 
to rely on the support of Russian engmeers who, m 
part, adopted a dubious or even hostile attitude toward 
Bolshevism 

Akulov, Oidzhomkidies right-hand man in the 
Workmen’s and Peasants’ Inspection, was one of the 
earhest advocates of the introduction into Russia of 
a new process of hemp fibre production resulting in 
the manufacture of a cotton-like yam He had to 
overcome the obstinate resistance of the Russian 
specialists, who were all for the retention of the 
'* cottomsation " process These specialists were able 
to bring about a breakdown in the negotiations with 
the foreign inventor of the process Shortly after- 
wards, however, most of Akulov's opponents were 
arrested as wreckers 

One of the biggest agncultural machine construction 
factones in the Union, one of the biggest in the world, 
m fact, is the “ Zelmachstroy,” m Rostov, now re- 
named “ Ristelmach ” It is under the management 
of Glehov Avilov, a former commissary This factory 
turns out the most up-tcnlate types of tractor-drawn 
agricultural machines, including ploughs, sowers, har- 
rows, threshers, reapers and mowers It also turns 
out enormous numbers of ordmary peasant dump 
carts, empIo3ang for this purpose its expensive equip 
ment Here, of course, the " amehoration factor,” 
that is, the ratio of the factory-produced parts, is much 
too small in comparison with the amount of capital 
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invested in the specialised machinery, conveyor belts 
drying ovens and so on It is typical of Soviet con- 
ditions that the same land of peasant trucks or carts 
are being produced m the old lactory " Krasny Aksai " 
and in Knerzon at a much cheaper cost with lar less 
efficient equipment kVhen this was pointed out to 
Glebov-Avilov, he angrrly asked whether it was 
mtended to take away from him the only article wbch 
his factory was producing without a loss At that 
time, production cost was on a par mth selhng cost 
But in justice it should bo added that m those days, 
from the factory pomt of view, the tractor-operated 
machines turned out by Glebov Avilov's lactory 
were suffering from lOfantiJe paralysis, while /am 
trucks had been produced tor over o^^andahalI 
centuries 

In Rostov, I made the acquaintance ol the foimct 
People’s Commissary Bogdanov, who was then governor 
of Ole " North Caucasus " He struck me as being a 
clever, well-educated man of good disposition Having 
started his career as an engineer, he was able to play an 
important part in the early days of the revolution 
Throughout the whole everang we discussed the age- 
old project of a Volga-Don canal, which was very 
much to the fore at the time owing to renewed Soviet 
interest in the scheme From a technical point of 
view has ideas were very interesting and his plans 
were as magnificent in conception as are most of the 
plans floating around m the Soviet Vraon I expressed 
the doubt as to whether a Volga-Don canal would be 
a profitable undertaking owing to the huge sums it 
would swallow in upkeep, especially as the Don gets 
silted up bafiy in long reaches so that in some places 
for example, in the vicinity ol Rostov, it is possible 
m the summer months to wade across, the water 
reaching at its greatest depth up to the shoulder 
■ — - nould be the charges 

capital invested lor 
; locks and hydraulic 
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lifts, for river regulation and nver engineenng Added 
to this would be the huge annual cost of keeping the 
channel open for the big Vol^ barges plying between 
the Volga and the Sea of Azov To my surpnse, 
Bogdanov rephed in all senousness that a socialised 
society can tackle big schemes of this sort with the 
full assurance that they will pay m the end whereas 
attempts to realise the same sdiemes under capitalism 
might end m a dead loss of capital 
I visited the gigantic Dme^r dam m the autumn 
of 1929 when it was still under construction The 
Russian engineer m charge of operations, Winter, a 
capable and energetic man, vas lectunng m the con- 
ference room on the technical and economic details 
of the Dnieper dam, the power staton and the 
gigantic factoiy combine He visualised the Dmeper 
as an important inland waterway upon completion of 
the whole project He mentioned that it was found 
necessaiy to dynamite no less than 1 5 million cubic 
metres of cliff m order to build a concrete wall 42 metres 
high As IS generally known, the Dnieper power 
station has an estimated capaaty of 800000 hp 
Dunng the work of construction housing accommoda- 
tion had to be found for 25 000 workers 
An entire to\vn has grmvn up on the barren site 
Once or twice in the week, the Soviets arranged for a 
broadcast of the sound of the work of construction 
in order to impress upon the pubhc the gigantic nature 
of this achievement Will this huge undertabng turn 
out to be profitable? We must wait and see It 
IS doubtful whether the pnce of the electric current 
thst wdl i?ow out ihrai Aere to distant towns wiil’ 
be as cheap as the Soviets expect it to be Still 
more open to doubt is whether doing away with 
the rapids m the vicinity of Saporosche will give to 
the little provincial town of Kherzon, on the lower 
reaches of the Dmeper, a bigger volume of trade at 
the end of the Five Year Plan than Hamburg as Mr 
Winter declared in the couree of his lecture I was 
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often in Kherzon my last visit occumng in the summer 
of 1931 At that time, at any rate, this toim ms 
still very much a backwater town A little mer 
steamer arrived from Odessa two or three daj-s m 
the week and there was an occasional barge to be 
seen, but that was all, which can hardly be accepted 
as signs of preparation for outnvalhng Hamburg 
The export trade of the Soviet Umon was imbued 
with new life when Rosengoltz assumed office as Com- 
missary for Foreign Trade I had been in collabora- 
tion with him formerly, when he was a member of 
the Workmen's and Peasants’ Inspection Under his 
guidance the export trade began to increase, although 
the mounting fibres mostly meant less'rations for the 
Soviet population already compelled fo'luhsis't on a 
mimmum of hfes necessities The Russian’s abihty 
to get_alon| without things is remarkable In czanst 


• - * w o 

Five-Year Plan are pnvation and hardships worse 
than in czanst days It is to be hoped and desired 
that these additional hardships will not have been 
borne in vain and that this patient and good natured 
people wdl at last enter upon an era of general well- 
being and prospenty 

Whether the system of extensive agranan economy 
now in vogue will bnng the success predicted by 
Commissary Yakolev is a moot point Yakolev is 
another of those leaders who came to the fore while 
working with Ordzhorakidze in the Workmen’s and 
Peasants’ Inspection A journalist by profession, he 
IS regarded as the big force behind the reorganisation 

~ ' which, judging from the 

- ■ of steppeland alone he 

ss, though it remains a 
matter of dispute whether it would not have been 
better to have ploughed less steppeland and to have 
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concentrated more on devdoping the area already 
under cultivation 

Cnticism has often been made of the way m which 
the Soviets have treated the peasants In many 
distncts, for example, the peasants have not been 
allowed to retain sufficient gram for the spnng sowings, 
and whole areas of gram producing country have 
suffered from a bread shortage There is a twofold 
reason for this either the peasants and the collectives 
have not acbeved their scheduled production or exces- 
sive quantities have been withdrawn for export Cases 
of unnecessary suffenng as a result of this policy are 
innumerable Thus, to take one instance, in 1931 a 
quarter of the inhabitants of Rostov were depnved 
of bread ration cards Rostov has a population of 
400,000 

To be sure, gram had to be exported m order to 
obtain foreign exchange, which is necessary for the 
realisation of the Five-Year Plan and without which 
the Soviets would have to slow down the process of 
industnalisation But when it is considered that only 
an average of 08 ton of gram was produced per 
hectare (as against three to four limes this amount 
in Germany), one must senously question the essential 
soundness of the policy of an extensive cultivation of 
the steppes as advocated by Yakolev May it not be 
done merely for the sake of justifying the spending 
of vast sums of capital on the acquisition of the most 
up to date types of tractors and agncultural machinery ? 
Ail this fuss and expenditure to produce, under the 
most favourable circumstances, an average of only 
800 kilogrammes of wheat to 10.000 square metres I 

Moreover, the question has to be considered in the 
hght of the pnees the Soviets are able to get for a 
ton of wheat on the world market Then, again, 
consider the tremendous overhead costs in cultivating 
an acre of steppeland m this manner, interest and 
amortisation charges on the capital invested m expen- 
sive machinery, tractor stations, buildings and equip- 
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ment of all bnds; consider the high operating costs 
and the long-distance transport freights Do these 
charges stand m any relation at all to the price at 
which the Soviets sell their wheat on the world market? 

Is it not a fact that better harvest results per acre 
are achieved in other coiintnes with far less outlaj ? 
Or take the big wheat-farming in Amenca which so 
impressed the Russians two years ago . does it pay? 
Is It absolutely necessary to have three shifts of 
workers^ and to continue operations throughout the 
mght with the aid of searchhghts, placing e.\pensive 
and complicated machnery in the hands of inex- 
penenced mechanics who have little undeistanding 
of the proper care of a machine, all just to produce 

' id to 
! ' ■ that 

■ ■ t has 

a few hours? 

Infantde paralrais? Of course, it is all put down 
to infantile paralysis ! But it can become chronic if 
the Soviets continue to believe that the virgin earth 
of the steppes will continue to give its crop of wheat 
year after year without the need of fertihseis, if they 
continue to maintain that rotation of crops is just a 
foohsh and reactionaiy invention of capitahst agn- 
culture, that the machines made in the Soviet factories 
last longer than those imported from Europe and 
Amenca and that the greater the acreage of stcppeland 
taken under cultivation the less will be their losses 

TOen, in the autumn of ip30 , 1 told one of Yakolev’s 


to TOO h p are too expiensive for the same purpose, 
as arc also the 20 and 24 feet reaper threshers, he 
angriy contradicted me I pointed out to him that 
during the " campaign " the Fordson traders used up 
to 50 per cent of the crank-shafts produced in the 
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Putilov -norks in Leningrad, onginally destined for the 
production of new machines, as substitute parts for 
those broken through rough tr^tment, and that the 
heavy, comphcated Amencan reaper threshers could 
not possibly outlast three campaigns in view of the 
relentless way in which they were worked continuously 
for twenty-five days on end Seeing that such a 
reaper thresher costs about 2,750 dollars, and calculat 
mg interest and amortisation charges at 8 and 33 per 
cent respectively and nmmng costs at 5 per cent, 
each machine would represent a burden on production 
of approximately 4 000 marks annually, not countmg 
cost of fuel, wages, upkeep, etc I pointed out that 
this heavy expenditure stood m no sort of relation to 
the pnce obtained for wheat on the world market 
I suggested that rather than bring further stretches of 
steppeland under cultivation, it would be better to 
concentrate on improving production on existing 
farmland .and to pay due regard to rotation of crops 
I put It to him that better results would be obtained 
by using 30 h p capaaty tractors wth cheap, easily- 
irawn mowers of 12 to 16 feet mowmg-breadth, 
machines with which it would be a simple matter to 
harvest the st^a^v 

Red TOth rage he hstened to me without saying a 
word I had put myself in bis bad books However, 
m the summer of 1931 we were already mabng the 
first field tests with smaller and cheaper harvesters 
of our own construction Promising results were 
obtained in three different distncts These machines 
were dnven by the transmission shaft of a 28-hp 
tractor and therefore we had no need to equip them 
with special engines We had also started tests in 
harvesting and binding straw One day someone 
suggested to me that I commumcate my proposals 
and the upshot of my expenments to Vyacheslav 
Molotov, Chainnan of the Council of People's Com- 
missanes Kaganovich arranged the audience for me 
m the Kremi I was accorapamed by two German 
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experts, Dr. Biderko and the late P. PQschel, a r 
authonty on stock-breeding Jlolotov received \ 
his private room in the Kreml He listened a 
tively to our proposals, taking down many notes 
plying us with a number of questions. Finally, 
the audience had lasted onc-and-a-half hours, he 
he would submit our proposals to the Count 
Commissanes We were to hear further from hi 
due time We did not It makes one ponde 
those words of the Russian engineer ; “ We are | 
ahead fast enough, but we are racing along a 
road with bhnded headlights” May we still 
that the mght of economic and political bewilder 
that has settled upon the entire civilised work 
give way to a dawn bnnging prosperity to the h 
race? 
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It would not be correct to suppose that the founda 
tions of the industrialisation of the Soviet Union were 
laid down by the Bolshevik revolution Impenal 
Russia itself had repeatedly passed throug'h phases of 
intensive mdustnal integration What ^Serentiates 
the Soviet policy of mdustnabsaton from that of 
earlier times lies solely m the methods it employs and 
the greater tenacity of purpose it demands m view of 
the vastness of its projects 
Russia expenenced its first period of conscious 
industrialisation when, m the eighteenth century/ 
mdustnal centres grew up in the Ural region It 
was an mdustnal awakenmg that pnmanJy had the 
object of supplying the needs of the home market 
Later on, however, manufactured goods from this 
area began to appear on the world market Then 
came the abohtion of serfdom giving a new impetus 
to the slow process of mdustnalisation Yet not until 
the turn of the present century did Russian industry 
begm to adopt modern method^ of production and to 
launch out with bold determination upon its new 
course of development It was m the nature of things 
that Impenal Russia was able to reach out only 
aasmodically towards the goal of mdustnahsation 
Down to the year 1862 sofdom stood solidly m the 
way of all mdustnal activity Throughout the first 
99 
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half of the nineteenth centui)', when the rest of Etirepe 
had tong since made the passage to a general tia& 
in goods and had built up its monetary and crcdil 

r”r*n— c ^*01 P.nel-j tU* tittinlMl 


Consequentiy. Russian industry had difficulty in find- 
ing a bujang public and was made dependent upon 
State assistance. '^loreover, serfdom had evolved an 
extensive and floufishuig homecraft industry vhich 
was able to compete with the Russian manufactaring 
industry. ‘ ' -‘r. 

pate the •. ■■ 

, country’s ' ■ i ■ ■ 

y The abol ■ • • 

craft industry and gave Russian manufacturers their 
chance to convert the peasants into buyers of manu- 
factured goods But thrs development proceeded at a 
slow rate.v Whole regions remained dedicated to 
village economics, consuming industrial goods to a 
very small extent or ei'en gelling along uiihout them 
and so effecting a retardation m the tempo ol industrial 
development. When, at the end ol the last cenluty 
and in the first decade of the present century, the 
Russian peasant found that he could enter into com- 
petition', ivith the big landowners by selling his grain 
to export organisations, the position became more 
hopeful for the manufacturing industry which had by 
now realised that all farther progress depended upon 
whether the peasantry would look Idndly upon roanu- 
/ -,..—4 .-rv-dc Riii imnenai Russia never leamt the 
' ■ ■ • -ctivc in economic 

■ " accessary tenacity, 

■ . ■ . ' -nt ismarked^a 

scries ol setbacb and penoos oi stagnation, “^le 
agrarian rcfoiin initiated by Stolypui aimed at the 
abolition of collective ownership of land under (he 
ancient Mir constitution and foresaw an era ol agri- 



INDUSTRY 


lOI 

cultural prospenty/ But the reform was not proceeded 
with after the death of its aeator, so that the develop* 
ment, which had the dual purpose of creating a 
peasantry endowed with high purchasing power and of 
providing mdustnal enterprise with huge masses of 
proletariamsed peasants, id not come to maturity 
Nevertheless the decade unmediately preceding the 
Bolshevik revolution was an epoch of intensified indus- 
tnalisation. -^Russian industry had now adopted modem 
methods and was turning its attention to a greater 
specialisation of production This development was 
helped along by j!he war , factones were compelled in 
the mterest of national defence to expand and to 
adopt modem methods of production*^ The__factjs, 
even had there been no Bolshevisation, ''Russia would 
have entered upon a new phase of progressive indus- 
tnalisationv./ It is also quite plain that the Russian \ 
countryside also was undergomg a process of indus- 
trialisation, although the rate of development was m 
this case a much slower one \ From the countryside a 
steadily rising stream of uprooted peasants was flowing 
mto the towns, thus creating the foundation for a 
period of industrialisation » True, the village economics 
was slow in disappeanng, and peasant homecraft 
industry was able to enter mto competition with the 
manufacturing industry in the production of certain 
articles such as footwear and nails, household utensils 
and agricultural implements But the growth of the 
Russian textile industry was a visible enough sign 
that the days of village economics were numbered and 
that the general acceptance of money as a medium of 
exchange by the peasants would open up vast possi- 
bilities for industrial development 
One of the first problems the Soviets had to face was 
how to create work for the surplus agrarian population 
It was estimated that each year some 70,000 peasants 
were ousted from the countryside and forced to seek 
then livelihood as urban workers The world war had 
revealed that the defeusibility of a country is not 
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^tvv utiuiiidb lot manuiactmed goods had arisen in 
Mnsequence. The Soviets realised that it would be 

futile to lo^V "w'v-'’ *- 

situation. 

Russia woi' ■ ■ 

of her raw matenals and natural resources and thus 
forgo any attempt to build up her own industnal 
life. It would have led to an indebtedness to foreign 
countries and eventually to a "colonisation" of 
Russia. The cry of threatened colonial enslavement 

*l.« _•! * t* . JJ iU r ll • ' ■ - 


directly out of the revolution 
' In a country in which upwards of So per cent of the 

population •' n • • •• 

settingup' ' ■ : ;. 

population, 

trial prolet ■ ■ I 

is the intei . • . _ ' 


* a majority, or at least strive for an equalisation ol 
: forces. '•-* ’ '" ■■■■' ■ 

sisted, ■ ■ ■ _ _ 

order t ' 

worker 

time, t ' ' j 

second factor. They had to industrialise Jhe country- 
side in the hope that the pohtical and economic out- 
look of the peasantry would take on the same com^ ; 
plexion as that ol the industaal workers (In short, 
the Soviets found that every political and national 
signpost was pointing in the direction of industriahsa- 
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tion and that it was the categorical imperative of 
proletarian dictatorship. ‘ 

Another point that deserves to he noted in this 
connection is that in previous years Russian industry 
was almost entirely built up with the aid* of foreign 
capital. From the year 1893 to the year 1896, foreign 
caipitalists invested in Russian industry a total of 
145 million roubles. In the following three years, 
1897 to 1900, these foreign investments had amounted 
to /j.50 million roubles. An attempt was made by the 
Soviet Government in the days of the New Economic 
Pohcy to get foreign capital to carry out the indus- 
trialisation. The attempt failed, however, and the 
Soviets were obliged by necessity to rely upon their 
o^vn resources. Their difficulties were considerable, 
but the position was favourable in the sense that now 
they found themselves able to carry out the industrial 
integration absolutely in accordance with their own 
ideas and their own requirements. Despite this 
freedom of action, thty soon found that they could 
not ignore the past. Their efforts in the direction of 
economic zoning in order to achieve the greatest 
possible output on the part of man and machine did 
not altogether succeed and they had to return to a 
strict adherence to the former geographical structure, 
Thus, it was thought possible to transfer the cotton 
industry from the Moscow industrial region to the 
source of the raw material in Turkestan, but this pro- 
ject was dropped as soon as it was realised that such a 
move necessitated a huge capital outlay for the con- 
struction of factoriesandforprovidinghousingaccommo- 
dation for the workers, bo cotton had to continue 
to be transported over the long distance from Turkestan 
to Moscow, while all that could really be done in 
Turkestan in a constructive way was the introduction 
of improved cotton-cleaning plant. '’It is true, new 
factones for the production of big plant were set up 
in the Ural region, in the Kusnetsk Basin, in Siberia 
and in the Donetz area. ■- But this did not shift the 
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Cfflfre of production airay from the Leningrad and 
Moscow industrial areas with fteir assemblage of 
machine constraction factones and electro-technical 
workshops Yet it is a tact that the economic map 
of the Soviet ” - ■ - j— ri-- I 

justments s 

shifting of If 

there has occurred a change in the relations between 
the individual centres to one another "“Furthermore 
the budding up of the new industnal centres that 
came into being subsequent to 1925 and the elaboration 
of the old industnal centres did not take place to an 
equal degree The change in the relationship of the 
industnal centres to one another was brought ahoul 
not only by the application of planning to these areas 
bat because dunng the civil irar the importance cl 
certain areas had to be raised just because the military 
situation demanded it ^us there occurred a dis 
placement in the relation of the Ural region to the 
Donetz Basin It was in this way that there mw up 
a new brown coal area near Moscow yBy the year 
1928 the restoration of the former industrial stnicfure 
had practically been completed and the Soviet Govern- 
Bent was able to turn its attention to the mam task 
I of national industrial integration This integration 
had to be earned out m Leeping mth certain definite 
view-points The Soviets desired to set lorlh the 
advantages of the new economic system and to this 
end began to exploit to the lull the natural resources 
ol the country A start was made with the exploita- 
tion of those terntones nch in natural resources but 
formerly neglected for example, the Kusnetsk Basin 
in Siberia Obviously the reason why these nch 
territories were not exploited in the past was that 
under the old economic system they did not hold out 
possibilities of profit making, mainly 011 isg to the 
difficulties of transport There is now ansing in these 
parts an immense industrial area for the supoly of 
Siberia with goods and, in the not too distant future. 
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for the production of large quantities of goods for 
export to all parts of Asia, particularly to China 
Naturally the Soviets were quick m realising the 
importance of the mmeral resources in the Urals 
Here they are engaged m extending the industrial 
structure winch dates from the time of Peter the 
Great, but it is here, too, that they have made most 
progress m building new industrial cities The most 
typical of these is Magmtogorsk, which has been erected 
with the object of exploiting the ore of the Magnet 
Mountain Coal for this purpose is transported 
thither from the Kusnetsk Basm by a newly-con- 
structed line approximately 2,000 kilometres in length 
To day it is not jet possible to form an idea of the 
immense possibilities of this new industrial zone The 
factories are still under process of construction In 
the barren holds stretching m all directions rows and 
rows of houses are springing up, and yet an army of 
100,000 workers is still living m tents and barracks, 
making it seem as though a mighty host had laid 
siege to this new mdnstn^ stronghold 

The allocation of the new industries to the vanous 
parts of the Union is a matter that is dominated by 
other view-points In the first place, there is the 
question of an equal distribution To the Soviets this 
has a political aspect, since the industnal workers 
housed m barracks at the industnal centres are regarded 
as the garrisons of the prolctanan dictatorship 

Then, again, certain machme construction mdustnes, 
particularly the agncultural machme construction 
mdustry, are to be located m such a fashion that they 
will be able to make use of the transportation routes 
Iinlcmg up the raw matenal sources and the consuming 
public 

Thus great industnal aties are growing up in the 
heart of agncultural regions where formerly there 
were only small mdustnes chiefly engaged in the 
manufacture of agncultural necessities For the Volga 
region it has been decided to make Stahngrad, formerly 
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Zaryzm, the new mdustnal centre It is located at 
that point on the Volga where the Don is in greatest 
contiguity, which means that upon completion of the 
Volga-Don canal project it will become the most 
favourable spot for the production of agncnlM 
maduneiy 

It IS at Stahngrad that the Soviets have erected the 
big trador construction works and the factones for 
the production of 
undertakings are 

industrial umts ■ • ■ ' ' 

extended its mdustnal productivity as the result of 
the construction of its electro-technical industry and 
Its tractor works Thera has been set up in Rostov- 
on-the-Don a new mdustnal centre to serve the North 
Caucasian grain-producmg area Finally, the Kus- 
netsk distnct has been equipped with large mdustnal 
plant for the economic development of Sibena These 
big schemes are changing the economic map of the 
Soviet Uraon Big towns that have no pronounced 
mdustnal life, such as Yaroslav, Tver and Voronesh, 
formerly admimstrative centres, are reverting to pro- 
vincial towns ol minor unprtance. Ivanovo-Vosnes- 
sensk, now a centre ol the textile industry but formerly 
little more than a village, has become the capital ol 
an extensive mdustnal region embraang several 
former gouveniements. Everywhere new towns are 
spnngmg up 

After the restoration of the structure of the older 
mdustnal activity had been practically terminated in 
1927, and after the general adoption of more radical 
fotms of economic control had done away with capi- 
taUstic factors, the Soviets proceeded to set up 
the Five-Year Plan, designed to embrace the entire 
economic life of the country but pnmanly conceived 
as a pla ■ *he Soviet Uraon 
It tvas . Five-Year Plan 

should ' . “ of Kossia 

in the year 1913 uut me wave 01 ladicalism and the 
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increase m population caused the Soviets to make 
readjustments from tune to tune and to set them- 
selves bgher objectives, induing the realisation of 
the Plan in four yeare The intensified programme 
was made known m 1930, but since then tlie Soviets 
have found themselves confronted with the task of 
modifying their aims so that to day it is impossible 
to see the originally planned structure in clear ou^ne 
In any case, the elaboration and integration of indus 
tnal enterpnse have been earned out on a big scale 
It deserves to be noted in this respect that the Five- 
Year Plan started out fiist of all to build up the stable 
industries and the heavy industnes mainly with a 
\uew to the consolidation of the Soviet regime The 
Bolsheviks intended m tbs way to make the Soviet 
Union so strong economically that they would no longer 
live in fear of the capitalist world Moreover, they 
considered it necessary to build up the Soviet heavy 
industry for military reasons as well as to make it 
serve as a foundation for the socialisation of tlie 
entire economic life of the Union As a matter of 
fact, previous to the year 1931 the heavy industry 
occupied the foreground But by then it had become 
apparent that, although the machine construction 
industry was making good headway, the stable indus- 
tries had lagged behind This was particularly so 
wth regard to the coalmimng industry Officially 
the heavy industry acbeved quite remarkable results 
In the year 1931 the production of pit coal amounted 
to 56 imlhon tons against 176 million tons in 1925, 
the petroleum production was 22 million tons as 
7 1 m’fa. t.'WJS the ’Re- 

duction 3 4 milhon tons as against 2 5 million tons 
There was a similar nse m productivity in the other 
key industnes, for example, the production of cast 
iron rose from 1 5 milhon tons in 1925 to 4 9 imlhon 
tons, steel production increased from 2 milhon tons 
to 5 3 million tons, rolled iron from 1 6 milhon tons 
to 4 million tons and copper from 12,000 tons to 
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49, WO tons Thus the output of fuel had multiphed 
Itself by three to thiee-and a half times withm the 
space of SIX years, but the output of metals had 
increased by only t«ro-and a half times The Five- 
Year Plan foresaw a production of 17 million tons of 
c^t iron for the year 1932. As we have already said, 
the amount actually aiiieved in 1931 was 4 9 milhon 
tons The amount the Soviets really hope to produce 
in 1932 IS 9 milhon tons The second Five-Year Plan 
looks for an annual production of 22 milhon~fons 
On the other hand, the machine construction industry 
has been growing at a tremendous rate In the year 
1925 the entire production of the machine construction 
industiy was estimated at 730 million roubles, in 1931 
at 5,724 milhon roubles Of this total output the 
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roubles in 1923, and finally the output of tools and 
implements showed an inaease from 25 million 
roubles in 1925 to 40 milhon roubles in 1931 Simi- 
larly in 1925 the Soviet Union manufactured 469 
tractors, in 1931 20,500 The production of machinery 
has therefore multiplied itself from^mne__to ten 
times jn thejpace of six years This shoire quite 
clearly how the key Industnes have lagged behind and 
failed to produce suffiaent quantities to meet reqlll^^ 
ments The machine construction industry has in its 
entirety fulfilled its Five-Year Plan programme, 
without, of course, taking into account the question 
of the quality of production The entire production 
was to reach 4 394 milhon roubles m 1932-33. tat the 
fixed price production had already reached 4,730 
milhon roubles in 1930 

When the works now under construction have 
reached completion the Soviet heavy industry wall 
represent a powerful combme The automobile works 
at Nijm-Novgorod alone have an annual production 
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capacity of 140.000 automobiles Taken together 
With the Moscow automobile industiy, uhi(i is to 
turn out 30,000 automobiles annually, this represents 
a yearly output of 170,000 automobiles The tractor 
works at Kharkov have an annual output of 50 tractors 
but are not working at full capacity Nevertheless, 
it would seem that the strength of Soviet industnaJ 
enterpnse has been over estimated In the year 1931, 
for example, there was a marked retardation in the 
tempo of mdustnalisabon Towards the end of 1930 
It was officially announced that further construction 
schemes would not be undertaken All efforts were 
to be concentrated upon the 518 projects then under 
construction By the beginning of 1932 all talk 
about these 518 projects bad ceased Yet the second 
Five-Year Plan for the years 1933 to 1938 foresees 
a doubling of the industrial output of the Soviet 
Umon 

Dunng the last two or three years there has been a 
marked falhng off in the production of manufactured 
goods Tlie Soviets have been devoting all their 
attention to the further development of the heavy 
industiy Of the entire mdustnal output for the 
economic year 1928-29 the heavy mdustry contnbuted 
44 per cent, m the year 1931 it had nsen to 46 6 per 
cent and in 1932 it is to readi 52 2 per cent In 
taking this course the Soviets are disregarding certain 
economic factors The agncultural industry had 
passed rapidly from the village economics prevailing 
pnor to the war and dunng the early period of the 
revolution to an economy based on money and an 
exchange of goods The outcome was a greater hunger 
for gocSs on the part of the agncultural population 
Added to this was the fact that the countryside had 
become more densely peopled To be sure, there has 
been a considerable extension of the textile factones 
in the vicimty of Moscow during the last several years 
The Soviets have also constructed a number of factones 
for the production of artifiaal silk and woollen goods 
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■Thef have even established some new factories for the 
production of footwear. But the output is negligible 
m comparison with the rising demand, especially in 
view of the fact that the homecraft industry that 
formerly played the leading 'rSle^itT^supplying the 
countrywide ivith goods has been practically suept out 
of existence. 

The figures showing the total production of light 
industry are very impressive. In the year 1931 the 
output of cotton yarn was 246 milhon metres, woollen 
yam 1327 million metres, silk i8-5 million metres and 

. IT • 1 . T — , i ...-A CAAA In 



theyear 1930. 

The clothing industry showed an increase in annual 
output of 5’3 per cent, the kmttrng industry 2 ^S pei 
ic- . .Aj.,t*,T,T3TVTrpiit This rapid nse in 
... ■■,■■■ ■ ; art 
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reason that the industries producing ready-maue goods 
are fully employed. But to what extent the output 
0/ ths Soiist iwil indijsJjy falls short of the demand is 
.. . . ! ■ .1.1"- j — V — 1~ Tn tt)e year 
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growth of the ready-made goods industry is dependent 
upon the supply of raw materials. It has to supply its 
requiremcntsol these rawmaterials to an evcr-increasmg 
degree from the home market, since the process of 
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industrialisation and the needs of the heavy industry 
make it impossible to obtain tltt money to make the 
purchases abroad. The mqploitation of the sources of 
raw material within the Union takes time to develop, 
so that the growth of light industry takes place at the 
cost of the long-established handicinft and home indus- 
tries, since the Soviets are no longer in a position to 
supply the latter industries with raw materials, apart 
from the fact that the Soviets are opposed to these 
industries on political grounds. In this connection it 
should be borne in mind that in pre-war times some- 
thing hke 50 per cent of the requirements of the 
Russian population were covered by imports from 
abroad and that a rough calculation would show that 
of the goods produced in Russia only about one-half 
was of industnal origin. This in itself indicates the big 
part that used to be played by homecraft industry. The 
village ^vas more or less able to furnish all its own 
requirements. And in this case we are deahng only 
with that part of the handicraft and homecraft industry 
which threw its products on to the market. Apart 
from this, there was a widely-distnbuted handicraft 
activity that did not market its productsT the flax 
spun by the peasant woman to supply her own house- 
hold needs, the articles of silk, cotton and woollen 
clothing produced in Asiatic Russia. To-day the 
spinning-wheel has fallen mto disuse. To-day the 
peasants have to hand their entire produce over to^ 
the State, and any retention of small quantities even for' 
their own use calls down severe punidimcnt upon their 
heads. This in itself explains the appalling dearth of 
goods in the Soviet Union. The increasing output of 
the light industry cannot hide the fact that the total 
output of articles of use is probably below rather than 
above what it was in pre-war Russia. 

The deficient supply of the population led to a 
decline in labour productivity wmcfa had the effect of 
turning the attention of the Soviets to the state of the 
light industry. Renewed efforts were to be directed 
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chief trouble rvas that by the year 1931, the third year 
of the Five Year Plan, the Soviets had no further 
financial resources to enable them to come to the 
assis&ce of tl^gb^diisSy^ 

The’question of tKe productivity of labour and pro- 
duction costs casts an tllimmtmg light upon the 
entne industrial development of the Soviet Umon 
There 15 no longer any doubt that the average output 
of the Soviet workers is falhng off During the fast 
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in -the-year 1931 the production costs of the entire 
Soviet industry rose a further 3 7 per cent, m the 
heavy industry by 5 j per cent and in the light indust^ 
by 1-23 per cent The individual figures present a still 
more appalling picture The r&tiveJy moderate 
increase of production costs is also eitplmned by the 
fact that in machine construction the production costs 
were lowered by 67 per cent, in some cases even lower ; 
for example, a 17 per cent reduction was achieved m 
the production costs 0! textile machmeiy. Neverthe- 
less, the Stalingrad example gives an explanation for 
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m the peat industry 28 5 per cent and m the coal- 
mining industry as much as 30 per cent 
A substantial improvement is not to be expected 
since the real causes of the increase m production costs 
—and the mcrease is certainly much higher than the 
official figures admit— lie in ^ nature of things In 
the first place, the Soviet mdustiy is depnved of a basis 
on which to make its calculations The position in the 
Soviet Union with regard to currency and pnce fixing 
IS a remarkable one The Soviet Government seeks to 
allott the old gold rouble to remam intact within the 
domain of industry and the circulation of goods under 
State control Outside this circumscribed State 
economy, and even at those pomts where the State 
economy comes mto contact with the consuming public, 
there are all the terrific signs of an inflation The 
mvisible high wall that has been set up around the 
State economy does not succeed in preventing this 
inflation from inundating the economic sector of State 
capitalism For the worker who draws his wages in 
the State factory is likeivise a member 0/ the consurrang 
public. This is the flood gate bv way of which infla 
tion enters the State factory The result is, of course, 
that there is no definite basis for calculation The 
artifiaal rouble of calculation— the ‘ pnce obtaimng m 
the year 1926 ”— is only a poor makeshift In addition 
to this there is the fact that there is an appalhng 
shortage of labour which of course lowers the ^andard 
of effiaency because the bad worker stands in less 
danger of losrag his job The general shortage of food 
does not help matters The psychology of the worker 
has also tended to dismtegrate under the strain of 
ladicahsation The year 1930 was the time of the 
“ equalising ” of wages by the system of formmg a 
pool xTbs system natur^y works out to the dis 
advantage of the efficient worker, and when the Soviets 
did away with it they found themselves boostmg the 
opposite system of piece wwk and bonuses m short, 
they found that they had to apply the whole mechanism 
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of purely capitalistic incentive As this did not appear 
to suffice, they retained one of the achievements of the 
radical penod— the system of the shock bngades 
Only now, nisfead of being an entertaming Sonet 
game, this system has been given delimte content TTie 
shock^bngades have certain tasks to perform and 


incentives The pursuit of the piece wage, the chase 
set up by the shock bngadiers m pursmt of standard 
achievement, bnngmg m its tram matenal advantages, 
has resulted m a tremendous mcrease of waste It is 
said that in some plants a 30 per cent waste is regarded ^ 
as nmmal But the remaffilnf^rTper” cent Is'for the' 

g 'Sfer part not marketable, at least, according to 
uropean or Amencan notions As the Russian piece 


resulted m the workers endeavourmg to turn out as 
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ot tte group leit hunseii iiuioceiii oi iiitf Cueu(,i, 
faulty production and this led to a further sinking of 
the morale of the working class, giving nse, m con- 
junction with the shortage of consumption goods, to a 
dismchnation to work 

AT bottom the real difficulties of the Five-Year Plan 
mil present themselves subsequent to 1932. The by 
industries have not developed up to schedule The 
second Five-Year Plan has been conceived within more 
modest liSts and aims at a final ob)ective which with 
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regard to the production figures is scarcely m excess 
of that aimed at in the first Fixe- Year Plan The 
position with respect to the coil mining industry is still 
vet) indefinite Planned for 1032 \sas an increase m 
the total industrnl output 0/ 30 per cent Production 
costs w ere to be reduced by 70 per cent The number 
of workers employed in industrial undertakings was to 
increase b)' 1,200,000 Should these figures be achieved, 
then it can be said tliat tlie first Five Year Plan has 
been fulfilled But onl> in a formal way , because it 
IS mainly <a question of the proper organisation of indus- 
trial life, the attainment of a standard of quahty at 
least within 50 per cent of normal requirements, and 
the reduction of waste that the Soviets generally 
include w ithin their production figures The fact is, it 
is stiW ncces^ar}' to regard all talk about the formal ful- 
filment of the ri\c-Year Plan with some scepticism 
Undoubtedly all the presuppositions for its fulfilment 
seem to work in its faiour The U$SK is rich in 
natural resources It contains withm its temtory all 
tlie factors required for the building up of its mdustnal 
life But these natural resources arc distnbutcd over 
a vast area And m order to o\ creome these immense 
distances the Soviets need men and machinery Every 
new advance made by the Soviets in the w ork of indus- 
tnal integration merely sen cs to complicate their trans- 
portation problem the fraction of a nation's total 
efforts that has to be directed to the task of oi^er 
coming its distances grows m geometrical progression 
to the extent of its temtory The Soviet Union is a 
thinly-peopled area despite its 165 million inhabitants 
The Soviets wall ha\c to develop tremendous resources 
of power and of human labour before they will be able 
to solve the problems they have set themselves A few 
generations will ha^c to pass by before there will be a 
supply of human material adequate for tlic purpose of 
carrying out the industnaliation of the countr)' The 
Russian worker is not worse than any other worker 
Maybe he is better Tremendously eager to learn and 
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skilful at his job, he is quick to adapt himscli to indns- 


living based upon integral comfflumsm. 
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Rhs's \’s hnd proMcm k the signpost to it': (lest my It 
Ifcl to the ovci throw of critiim It Ira's nwiiily 
rciponsiblc for the (.uhirc o( the Bokheviks to .icliicve 
initial aueccis w ith their policy ot radicrliam Anil now 
It i? the quration wliicli la canain(; Stalm the grriteat 
miMCty in the execution of liia policy «ith respect to 
the Fivc-Ycai ri.in. 

In the year 1517 the (p'c.it in qority ot the Russian 
peasantry was lending its support to the rcvoliitiun 
\Var-wearincss mav have accounted in ji irt for tins, hut 
the chief reason was to be sought m the witlcspicul 
dissatisfaction ot the peasants with the existing system 
of land tenure Stotjpin's agrarian icforin, liclpcd 
along by the untavonraWe upshot of the Husso- 
Japanese «ar, struck at the root ot the evil A new 
system ot land tenure conceived on a large scale took 
land aiiay from flic big lindonneis and gave it to the 
peasants. Stolypin aimed cliietty at icfoimmg the 
village constitution nnd putting an end to the parccl- 
lation of peasant holdings lie wanted to create a 
poncrtul class of big and mcduim-sircd pe.isant 
propnetors Despite its defects, had there been no 
war the reform w oiild have led to good results, particu- 
larly as It W.1S greatly helped by the tremendous 
exp,insion of Russian mdustrjMilucli set m subsequent 
to the year 1505 ami enabled (hose who were forced 
119 
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hunger of the peasants found expression in a semire of 
the greater part of the big estate ; 97 per cent of the 
entire land under cuUivation'passed into the hands ot 
the peasants. The remainderrvas converted into State 
f^s In setting up these State fafir^he 'Soviets 
were actuated by the desire to convince the peasants 
of the superiority of socialist big-farming methods. 
At the same time^ the Soviet Government urged upon 
the peasants the advantages of collectivised fanning, 
holding out to them all manner of privileges. As a 
matter of fact, thousands of collective farms came 
into being, and the Soviets were already prepared to 
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were au uul swept uui vi uu4i\.uw luu ■■u..cr of 
1921 the political and economic situation became 
extremely precarious Lenin therefore decided, in 
March 1921, to inaugurate his New Economic Policy, 
giving free play again to private trading uillie'domam 
of agriculture The peasant could again grow what 
crops he hked and dispose of his products as he pleased. 
Agriculture began immediately to recover, a progress 
that became more marked from year to year. 

Retention of the stnp system of peasant holdings 
was the weak point in the treatment of agriculture 
which followed upon the inauguration of the New 
Economic Policy. As a result of the revolution the 
number of peasant holdings had increased tremendously; 
everyone who desired to jelum to the soil could put m a 
claim to lani Land was divided up in some districts 
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to such an extent that each member o( each (atml^ had a 
Imj strip of land After the famine year 1921-22 
the e a further cotKiderablc m^^ca<;e in the rural 
population In the jcir 1032 the total population of 
the Soviet Union approximated to 163 million of 
whom 130 million were spread out over the countrj 
side B\ far the greater port of the increase was due 
to the grow th of the rural population The rcauU was 
tint the number of peasant holdings throughout the 
Union increased from 21 million m the year 1916 to 
25 milhon in 1927 Naturallv this went Innd in hand 
a ath a decrease in the size ol llie holdings a fact tint 
considerably affected the production of marlciablc 
products 

This evil induced the Sonets at Stalin s instigation 
to male basic changes in their agrirnn pohey The 
truth j« the real agnnan revolution m Russia occurred 
toi ards the end of 1927 as an outcome of the enact 
ments of the 15th Congress of the Party 

The mam ohjccln c of llic Sonet ri^ine is tiic social 
leation of tlic entire agriciiltufi! life Big scale meet an 
i«ati6n and «ocia]isalion are to me agnculturc a 
pronounced industrial character and to transform the 
peasantry into an industrial proletariat After all 
the fate of Bolshevism depends upon whether the 
Soviets can succeed in winning the favour of the 
peasants Lenin always Kept this point wcD in mind 
but he believed lint the socialisation of agriculture 
would tal e some considerable time According to his 
own statement tlic hew I conomic Policy was to be 
loohed upon as a devious route to the attainment of 
this distant goal is it then tliat has induced 
Stalin only five or six years Her to «ct Ins course 
tovnrds the iramedtatc attainment of this goal? 
Certain imponderables may have fundamentally 
affected the position But the fact is Stalin had 
practical grounds for his decision Apart from the 
consideration that the continuous parcelhtion of the 
peasant holdings had bccon e a menace to national 
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economy, there were olIi« \rei^hty factors. Although 


trading a chance. The peasants suffered under the 
price restrictions imposed upon them, that is, they 
mitered as the result of the incongruity between the 
rrices for agrarian and for indostrtal products. The 
lationalisataB ol the big industries to strengthen fie 
dreign trade monopoly was responsible for this state ol 
ifiairs The dogmatism of Stalin could not tolerate 
he thought of the New Economic Policy gamine a 
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n reality, the Russian peasant is not unresponsive to 
irogressive ideas After 1905 peasant farming showed 
surprising advance The world too, made the 
easants more receptive to new ideas The experience 
f the war extended the homon of the peasant's men- 
ahty. As pnsoners-oi'War they had got to know 
iennan and Austnan conditions and returned to their 
illages as pioneers of progress The slowness of the 
absequent development was due more than anything 
Ise to the imperfect features of the State economic 
^tem. 

Another^iactor that^ favoured the socialisation of 
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M peasant was' quid: to react to these reguidtions 
Inch changed from year to year, but his reactions were 
variaWy contrary to predictions Oiijio_occasioa 
d the Soviets succeed in setting up a_halance between 
ices and' tastes And when. Mndi 5 gT»ir on a 
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course m diametrical opposition to the Xew Economic 
PoIjcj Uiey began more and more to throttle private 
trading the peasants replied bv concealing their 
products The Sov ictstl cn decided to bring all surplus 
production under State control to ensure as far as 
possible the carrj ing out of tlic Five \ car Plan pro 
gramme for suppljmg the towns with foodstuffs 
industrj wath raw materials and c.v’port trade with 
agricultural products 

An additional factor apart from the change of policy 
m 1927 was of a political nature In tliat the New 
Economic Policj give the peasants a greater measure 
of freedom it created the assump'ion for the setting 
up of '^ocial dstmctions in lie village Militant 
communism had practically done away with the big 
estates After rgar however the peasant who showed 
more mlcUigcncc and more efficiency than Iits neigh 
hour was able to improve bis status he could extend 
his farm bv renting additional land and employing 
hired labour and he could undertake a more intensne 
cult vation of his land by investing his savings The 
creation of an upper caste of peasant proprietors with 
prosperous farmlands was thus the reverse of the pic 
turc of progressive parccllalion of the holdings wath a 
dwarfing of production This development hadi it 
been allowed to go on would have effected a reform 
of the vallagc corresponding in all its cs'^cntials to tliat 
aimed at by Stolvpm with the exception that the 
rock bottom peasantry would liave been given a cliancc 
to save itself by forming collectives 

In its application to agricultural life the New Eco 
nomic Policy was tantamount in Us last analysis to a 
rcnunnation of the Bolshevik dogma pnv ate capital 
ism would have flourished again m the countryside 
It could not have been otherwise since a policy that 
recognises the incentives of private trading has of neces- 
sity to grant vahdity to all forms of private enterpnse 

Stahn has tried hard to save the dogma 1 ears 
previously the so-called Left opposition under Trotrki s 
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leadership had characterised the peasant proprietors as 
the mortal enenues of Bolshe^sra No sooner had 
Stalin achieved victory over Trotzki than he took up the 
fight against the kulaks This epithet of abuse dates 
from pre-\var times, when it was used by the vfilagers 
to brand the unscrupulous profiteer and other types of 
exploiter To-day it is apphcd to all who, through 
their industry and their capability, have raised them* 
selves above the average The fight against the kifiak 
and the socialisation of agriculture arc actions of 
reaprocal effect On the one hand, the road to socialis* 
ation is opened up when the rock-bottom peasantry 
can no longer look to the rich peasants for economic 
backing , added to this, as will be shown later, the 
terror directed against the kulaks is the most effective 
pacemaker for soaalisation On the other hand, if 
the nch peasants are swept cntmely out of existence, 
nothing remams over m the vdlage exc^t the large 
mass of rock bottom peasants who with their tiny 
strips of land are of little assistance to the State The 
Soviets realised that some sort of concentration of 
forces IS an absolute necessity for Russian agriculture 

( 

c . 

attempt the socialisation of rural life 


meats m the endeavour to increase probuition ^ba- 
doubtedly, Russia offers favourable presuppositions 
for the employment of machinery for big scale farming 
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froEU the point of viw of tiie Five Year Plan is not in a 
position to reduce this surplus to aiv> marked degree 
r '•uc industry suffers from a Portage of skilled orl era 
ard the countryside has an mcxlnustiblc rcser\oir 
of unskilled workers Should it meet with success 
the mechanisation of production m big farm units 
Mould effect in increase in this surplus of nirai popula 
tion The Sonets liopc tint later phases of develop 
ment Mill bring about an cq|Ui!isation of conditions 
mthc meantime there is the danger tint a ioo rapid 
mechanisation of agricultural production might lead 
to an appalling avistc of human labour the reverse 
of what happened m North Amcnca 

Mam factors seem to mike a large scale mcchanisa 
lion desiiabh m 'Russia but the development m this 
direction would have to be in line with the conditions 
of organic grow-tii and it would be waong to suppose 
that the tempo should be dictated from above regard 
l^is as to wliether certain factors of decisive influccco 
Mali develop a‘ the same rate The Soviet policv of 
socialisation pays no regard to these \ssumpuons ind 
IS therefore a poIicv fraught with danger Its worst 
blunder t» that it lo^cs sight of human nature ni its 
blind adoration of the machine The Soviets arc all 
too ready to believe absolmcly m their power to imbue 
the Russian people with the spirit of collectivism 
They take no thought of the fact tnat the great majority 
used to be any thing but keen m their attitude towards 
communal interests 

I he prevailing view that the Russian peasant has 
a natural leaning towards communism ignores his real 
nature It is true that the average Russian peasant 
vrvs. not s,o pronouTMxd atv w.d.vvuiualiat as the 
German peasant Vast areas of unclaimed and un 
cultiv ated land opened up possibilities of exteii';ion and 
a redistribution of land so that the Russian peasant 
did not feel lum=cU confined and restricted to a plot of 
land V^erc the community owned the land under the 
Jfir system individual farming did not get a chance to 
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develop Moreover, it was left to the comimmily to 
decide all matters regardmg the distribution and 
sowing of the available acreage, the allocation of 
pastore-land and woodland In this respect there was 
httle essential difference hetween conditions m Russia 
and in Germany of former times. The commuiiist 
aspects of the Mir system should not be over-estimated, 
the holdings were run on individual lines with the same 
attention to rights of piopnetorship as in Germany 
Yet the spmt of the Mir system, which regarded the 
soil as a common hentage, did act as pacemaker for 
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prepared the way for socialisation, since n nuj • 
sihle for the patcellation of land intn smaller and 
smaller nrats 

As in other countries, the progressive peasants m 
Russia sought to liberate themselves from an obsolete 
system of land tenure, but the belief chnging to the 
soul of the mass of Russian peasants that all 
should share alike, held them captive And then the 
tragic logic of these tenets was turned against the mass 
of peasants ; communism of the soil W to a communism 
oLproductlon, robbing the peasantry in its totality of 
all further claim to independence 
The psychological assumptions of collectivisatioii 
took on a favourable aspect, not so much by reason of 
the fact that the Rusaan peasants were accustomed 
to the collectivist idea, but rather because the saenhee 
if independence meant far less to the majority of these 
tesrtr peasrmV tisit a* wovald to jwasavif ,i» ■siier 
lountries Because they were less confined and re- 
stricted to a single plot of land, because they were less 
rooted to the soil in the Western sense of propnetor- 
ship, they found it easier to submit to collectivisation. 
On their dwarf farms tb^r were scarcely able to keep 
body and soul together, and as most of them occasion- 
ally left their holdings to appear as seasonal workers ra 



AGRICULTURE 


is; 

factoncs and in mines tbciransformaUon from peasants 
into agncnknral noAcrs did not inflict upon them the 
necessity of a nen mode of lining Hie Rus-iian peasant 
IS mured to dcspotjeni Tint docs not niter fact 
that in their great majonly tlic Russian pei^ants, 
cspcaalh tlic more progresivo dements still prelcr 
independent farming howmer modest its dimensions 
Tlie Soviets ha\e attempted ttw* socialisation of 
agneuKure bj the creation of big State farms and by 
the coUcctinsaiion of (he peasints In 1928 the 
pmgramne ins eNtended b) tiic creation of a consider 
able number of gigantic units Tlicsc big units of 
pioductton nou constitute in important feature of 
Russian agntuUnre Tlicy arc equipped as pram 
f ictoncs that is mcchnmscd grain cultures and arc 
located m those parts of the south*c"ist and cast 
tthtre nmWI is scanty Here large areas formerly 
given over to cattle rearing arc linked up under the 
control ol the Com Trust In these semi and regions 
the average small peasant would stand no chance as a 
^0 grower Here gnm adlurc calls for the big 
nrmor at least big fanning methods 
TIic new units were started as gigantic farms in 
igag the avenge sire of the farms vvas i\o 000 hectares 
in 1931 It had increased to 80 000 licctares In one or 
two cases the farms attained a total ncrcagc ol upwards 
of 200 000 licctvrts the farm Gigant for example 
From a technical point ol view these farms present an 
amazing spectacle but in actual achievement matters 
are not favourable 

Crops show too poor results and the costs of produc 
tion are too high Lad of personnel for the organise 
tion and control of these gigantic undertakings is mainly 
responsible for this slate oi iflairs This has obliged 
the Soviets to eficct a reduction m the size of these 
farms Uic standard &)ze js now from 40000 to 
50 000 hectares Anotlicr cause of failure lies in the 
insufficient training of the tcdmical personnel and the 
poor discipline of the vvoders By far the greaterpart 
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of the tractors scarcely last out harvest operations and 
then have to be-sent away for a thorough overhauhng. 
Disillusionment is deepening from year to year, in 
1931 It was expected that by the end of June the Cora 
Trust ■ ■ . cr _ II „ 

of m' ' 

Yet 

should 

additt 

export Actually the Com Irust iias now a 
far in excess ol its original programme, and the extent 
of the area it has under crJtivation has increased to 
upwards of 4 million hectares, whereas it iras ongin 
ally intended to have by 1933 only aj mdhon hectares 
under cultivation Plans for further growth have 
recently been curtailed, however, owing to unforeseen 
difficulties In 1930 Stahn announced that hy 1933 
the sowed area was to amount to 14 mdhon hectares, 
hut in 1031 this programme was readjusted and the 
area fixed at a} mdhon To^iay it is certain that even 
tins fi^e will nob be achieved. The summer sowuig 
accoring to the programme for 1932 is to exceed that 
of the previous year {3,516,000 hectares) by only 
2,000 hectares 

Huge State units have likewise been set up for other 
(if aanculture, for flax culture, for example, 

‘ '"'v for the 


for the 
igramme 
mficance 

of the collectivisaiioii uu, r- xonomic 

--"oA+e 5, nee if represents the attempt of the Soviets 

' ork 
iher 
for 
are 
pels 
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that in wluch there I'j commima] mvncrslup of the land 
la the stasc that ploughing, scmng and harvesting arc 
carried out regardless of individual bouiulsncs, tlircslt* 
ing also IS earned out on a co-operauve basis so as to 
divide the harvest proceeds among the various mcni- 
bers A Iiiglier form is tiie artel, m ishicli the land and 
the cattle are held in common Tlie highest form is tlie 
agricultural commune, the ideal of the Party, because 
here, not onl^^ is all nork done collectively, but a first 
endeavour is made to introduce a commum] mode of 
living m line mth Jlolshcvusl ideas 

Until Stalm took to forcing colicctinsation upon the 
peasants, it made little progress The feicr of col- 
lectivisation that Jiad set in when the Soviets first made 
their Ia\nsh promises died do\«i dunng the period of 
the Ncu Economic Policy The lugher forms of 
collcclivisabon, notabl) the communes, suffered a 
setback, uhcrc'is the peasant co-opcralnes began to 
make considerable hcadwa) Under prc\nihng condi- 
tions tins form of farming had a certain attraction for 
a section of the poorer peasants and agncultviral 
labourera those vho heked implements and horses 
found til'll collectivisation could at least save tlicm 
from total cMinction And yet previous to the year 
1917 only I per cent of the peasant holdings had been 
collectivised 

Most of the early collectives led only a bubble exist- 
ence, others succeeded in maintaining" themselves and 
were able to produce on the vvliole better crops and 
better hv^stock than uas possible when the dwarf 
holdings, of vUudi the colIecUvcs were composed, were 
run on individual Imcs The collectives, lion ever, did 
not attain tlie output of tlicnch peasants afacttliathas 
been established by an offiad Soviet inquiry Jn 
those days the collectives were composed of peasants 
who had joined voluntarily, and they enjoyed valuable 
pnviieges even under the New Eronomic Policy, for 
example, they were espeaally lavourad in respect to 
taxation and credit The actual collecUvisation wus 
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often initialed by the Government m that it gave the 
peasants the credit needed to purchase a tractor 
During the era of the New Economic Pohcy, many of 
these collectives fell heavily into debt, a fact ivtath 
gives a dark background to the technical aspects ol 
collectivisation when earned out raider favourable 
conditions 

> . -< ■» .1- . T. X.. s,., 

wh 193J, had a 

, evelopments 
These stations may have on hand as many as joo 
tractors and more together with all the necessaiy 
acces' ' ’ 

and t 
dravt 

or collectives, on the baas ol a snare in tnejianestiu 
exchange for techmeal ^sisfaincefTo-day these sta- 
t^ons"are^he■SO'^:IUed■lleavy artille^t of the " forced" 
collectivisation they are established by order of the 
Government, and instructions are given to ensure 
that the peasants within the worlang radius of each 
station are linked up with them It is arranged for 
each station to have a maxunum field ol operation of 
50000 ■ ’’ “■ --‘1-n.x.mrx 

313 St 
increa' 

3,100 \ 

1932- 

earned out wtu tue cbbibwuui 01 Ji..ai,wav 
M the end of 1927 the Soviets set their course 
tovrards a speeding up of enforced coilectmsatioa, 
although it was formally still left open to the peasants 
to form voluntary cimperatives The point in allow- 
ing the peasants to act of their om free will m this 
matter as far as possible was that the coUectnnsation 
would then seem to he in line with the private interests 
af the peasants But to-day this regulating factor of 
iclf-wterest has been totally discarded A genome 
ipint of co-operation within the collective might have 
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been set up on the basis of \oluntai} association, but 
to day It IS out of tlie question, since the collectives 
arc no^^ entirely dependent upon the State 
Mass enforcement has aho brought about a changed 
attitude of tlic Stale to\\ards the coliccti\cs Mlien 
tlieir number v.'as limited the State was able to show a 
Kindi) disposition towards them Mow (hat many 
millions of pea'sants arc collativiscd, the linancwl 
resources of the Slate are not suffiaent to alloav it to 
continue to support and further tlic collectives in 
anything liKc the same way As collectivisation ad- 
vances, so the State assumes towards it more and more 
the attitude It formerly adopted towards the individual 
farms To-day, forced collectivisation means m the 
long run that tlic peasant has no choice as to which 
form of collective organisation he would prefer to ]oin 
In a foimal sense, he is still allowed to decide m favour 
of the lowest form, communal owncrslup of the soil, 
a form that would most appeal to the peasant of md^ 
pendent spint. But under prevailing conditions the 
peasant has become mistnistuil of this form liccaiise he 
knows that the commune wall soon follow in its wake 
Wiat does it signify when the entire peasantry is 
forced mlo the commune at the dictation of the Party ’ 
it means a revolution of the counliysidc and an entire 
breal with the liisloncal past througliout the length 
and breadth of tlic Soviet Union Hie village is to 
disappear, and m its place is to be set up the big 
colleclivased unit of production wiUi its centra! build- 
ings, around wluch wall be assembled the barracks 
providing liousmg accommodation for the peasant 
labourers Together with the village disappears tlie 
cliurcli , religious life is to be suffocated and all the 
tiad’Awws and customs and modes of Ufo of the peasants 
arc to be uprooted from their native soil hot only 
dunng working hours but even in all tlieir free hours tJie 

S le of the commune are to be compelled to pul up 
each other’s company commonfalclien, common 
mess halls, and evenings spent m the political clubs 



*32 


SOVIET ECONOMICS 


. -* nPa^ant We by 

life 
will 

was 

final 

objective of coJiectivisaaou— tuc w;u»it.wo „ sue 
ceeded in dnving most of them into the collectives 
This success was mainly due to the pressure exerted 
upon the individual peasant and above all to the terror 
directed against the kulak This terror did more than 
destroy the nch pcc * , ,m,n 

percentage of the v 
the village Amon 
thSe were many 

improve their position but who have now laugiujcj 
that the individual (arm now bolds out no future for 
them and that their only salvaton hes in joining (he 
collectives Molotov dwlared at the Congress of 
Soviets, in 1931, "Every small and medium-sued 
peasant who has not joined a collective has now fo face 
the issue for or against the collective I Against the 
collective means — ■*”" *•>» kulak against the 

Soviet power ” is quite 

frankly cndoised j should 

not be imagined that the kulak is at all comparable to 
the big fanner in West European countnes: true, 
some of the kulaks were quite well off before the war, 
but these have long been suppressed and now, on the 
whole, in spite of a certain recovery of position during 
the era of the New Economic Policy, the average kiilak 
corresponds to our idea of a small farmer To the 
Bolsheviks the chief charactenstic of the kulak is that 
at some time or other he employed hired labour, 
even if it were only a single fabourer It is not tree 
as has often been asserted, that the kulaks have been 
persecuted because thgr opposed collectivisation 
Just in order to keep body and soul together they would 
be ivilhng enough to join the collectives They are not 
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allowed to Stalm has insisted time and again 
" Ihere is no room m the coUcctive for the kulak, thi 
kulak is condemned to death" Ihis terror dircctec 
against the ndi peasants desmes study, not only ai 
A sample of the methods employed by Stahu in hi: 
endeavour to reach final objectives, but because it i: 
just this teiTor that explains the apparent grea 
triumph of coUectmsation 
After passing through various phases the terro 
assumed inluiman forms m tlie autumn of 1929, uiici 
more gram W'as demanded of the rich peasants than the; 
Mere Knou-n to ha\c harvested Many peasants wen 
thrown mil of their homcstC4ads and run out of tlie vil 
lage because they were unable to meet these demands 
It was at this time that many tliousands of Gcrma; 
colonists ^ct out (or Moscow m Uic hope of gettm 
permission to Icaac the country The worst came 1 
the winter of 1929-30 Tlic rapid speeding up of co! 
lectiaasation set on foot by the terror of tiic gram c*atr 
paign was acclaimed a brilliant Mctor)’ for the nc 
policy, Stalin tlicrcforc decreed the entire collcctm: 
ation oxer a great part of the Union and, in conneciio 
with tins the immediate liquidation of kuhkisn 
Tins liquidation consisted in the deportation of tl: 
peasants, peasants who had committed no politic 
crime and who Ind not c\cn taken sides poiiticall; 
but wliose sole blund»'r was that they luid improve 
their position bj diligence and better knowledge ' 
farming Deportations in that winter alone scali 
the fate of at least 500,000 peasants, m addition 
50,000 German colonists 

These events which occurred in the months of Jan 
ary to April 1930, evoked much dissatisfaction tliroug' 
out large sections of the Russian people Pari 
because of this, but mainly owing to the fact tint tl 
spring sowings were endangered, Stalm found lumsi 
compelled m March 1930 to set limits to the collcctivi 
ation now over-running the countrv' like an unliealtl 
growth His manifesto of March 2nd must ha 
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struck the local functionaneswith amazement whenm 
reading it thej discovered they had been ^ilty c{ 
proceeding with collectivisation too hastily The 
number of coEectmsed peasants soon underwent a 
starthng reduction, from 15 million to 5 million But 
as soon as the harvest had been safely brought in, the 
work of carrying out the collectivisation was again 
taken up, reaching its greatest intensity in the early 
part of 1931. only to ease ofi once more in Aumst 
Spcty-two per cent ofjhe peasantry had been colfecti* 


much more rapid tempo than was ongina^ considered 
desirable According to the five Year flan, hy the 
year 1933 only 14 1 per cent of the rural population is to 
be collectivised, but in the year X930-31 587 per cent 
of all land under cultivation had passed into the hands 
of the Kolkhozes and 7 7 per cent was claimed by the 
Sovkhozes The Soviets planned to have 830 per 
cent of the total agricultural productivity induded in 
the socialised sector m the year 1931-32 
The movement would have encountered much more 
obstinate resistance on the part of the peasants had 
not Stalin decided m March 1930 to follow up h s 
action for the retardation of the tempo of collectivisa- 
tion with a change in pohcy with regard to the forms 
of coUectivisation the commime so hated by the 
peasants, was to continue to be held out as the final 
objective, but for the time beu^ preference was to be 
given to the artel The artel was to stand for the 
collective organisation of agricultural work in all its 
branches, but the new statutes gave the individual 
members the pnvile ge ot retaining a cow or so, a small 
\ amount^ of_hve stock and a vegetable plot About 
\ 90 per cent of the collectives were now registered as 
, artels The total number of collectives in August 1931 
amounted to 228100 
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Wlnt then is the economic sipiificmcc of this 
advancing collcctnisition? In the first place it is 
plain that the Sowet Government is unable since it is a 
mass movement to equip the mmy thousands of nevv 
collecincs with tractors and other machinery which 
after all represented the mam enticement to ]oin 
the collectives W liat lias chiefly happened is tliat the 
collectives have mercl} pooled the equipment of the 
mdmdinl farms But it is obvious tint the new bjg 
unit of production calls from the outset for proper 
organisation and control Nor cm tiic personnel 
needed for such a task suddcnlj ippc^ir from nowJicre 
Disjmfcs disordcrlj mamgement waste of human 
hboiir ‘ilovcnly treatment of the hrm imcntorics 
including the livestock ire therefore of common 
occurrence But the greatest evil of ill springs from 
tlicfict thil the pcisints who hive been forced into 
the collectives hue no kart in the work Labour 
discipline is indeed 1 verj sore spot m the conduct of 
tlic collective In order to improve matters m this 
respect the Sovact Government enacted m the jear 
1931 that ]ust as m industry is far is possible the 
principle of piece work should be applied to igricultura! 
labour an interesting departure from the view of 
carlj Bolshevism which was wont to pour out its 
invectives on piece work styling it murderous work 
The policy of collectivisation claims that its great 
success so far lies m the enormous increase m the 
amount of land taken under culUvition Statistics 
on this point have proved to k open to question 
however Tor the jear 1929-30 it was proudly 
announced that the amount of land under cultivation 
Jiad mcreased from 118 million hectares in the previous 
3 ear to 129 milhon licctarcs but a later estimate put 
the figure at only 122 milbwi hectares It now remains 
to be seen whether the figures for J930-31— 136 
million hectares— wall not ako need correction It 
needs to be stressed tint every sowing campaign since 
the autumn of 1929 has set m much later and that the 
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toal sow«d area has undergone a reduction since 
27 Me ail economic activity in the Soviet tinion, 
itivation of the soil is submitted to the pressure 
unattainable plan figures the consequence is a 

' ■ rd to the 

open to 

estion, it IS a fact that some 01 tne leuiuiud cultures, 
A as heetroot, cotton and flan, aided by the process 
industnabsation and the Stale, tradin g monopoly, 
— ‘"Sf‘hsion“ But the 
by the fact 
nicgrowtb ' 

• ■ le available 

arrying out 

, f the products 

the policy ol 


tUl lU viit/ j ^ 

’•n into the collectives in the winter 01 lyu, 

I .A 


istics the number of oxen was reuuceu uuiu v, - 
ion m 1929 to 53-8 million in 1930, the number ol 
;p from 134 raiiiwn to 1006 miUion, pigs from 
milhon to 132 milhon According to several 
irts from the cattle rearing districts the actual de- 
,se was even more serious This irrational slaughter- 
- "I *'"■ rollectivisation campaign 
ledtocountcr- 
jtock-breedmg 
taction has to 
he collectives 
inngorgarasa- 

i lor supplying the popuiauuu -neat and mill:, 
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huge State sheep fanns pjg farms lud poultry farms 
CoUecln ised cattle xcannghas been mikingsomc head 
ua} fn the artels since 1930 especially m certain artels 
tliat lla^e been nllo;\cd to retain their stock of milking 
co«s fhere are likcMsc artels tint are achieving 
some success with the rcanng of sheep, pigs and poultry 
Ihc number of cattle rearing farms organised as artels 
and embracing the cattle crt\ned by the individual 
members Wvcccdcd 50,000 at the beginning of J932, m 
which year it is lioped to increase the number to about 
120,000 Sooahsed catUc-farming m Russia Ins un- 
doubted chances of succc<^s Big units run co-opera 
til el} under proper mamgcnitnt would hate an edu 
catne etiect provided they were based on voluntar} 
collaboration and illowcd an organic growth But 
compiil'=!on and over hasty action applied by the 
Soviets have led to fatal li^ts Until recently the 
Soviets did seem to be progressing from one tnumph 
to another m tlic sphere of socialised cattle farming 
It Wiis pointed out with mudi pride tint millions of 
animals liad been reared on socialised farms At the 
beginning of 1932 the number of cattle was as follows 



In SUte ran 

In co!IceHvi5cd 

1 

catUe/annj , 

MttJc hms 

Oxen 1 

3236600 

3 "tb i;oo 

Pigs 

1,597000 

5 115300 

Sheep 

Poulu> . 

5 J10800 

^ 303 Boo 

1,150000 ^ 

5930000 


No mention is made of the fact that, m the main, this 
stock of cattle was either piirdiascd from the peasants 
or tahen aw«i} from them m pinishment for their 
infringement of the statutes of tlie artel NcverUieless, 
the increasing gravity of the food supply position 
tauglit the Soviets a lesson A manifesto issued on 
April xst, 1932, severely scoMs the State farms for rim- 
ning their business m an unprofitable and disorderly 
fashion while a decree of the Communist Party, issued 
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farms, thereby putting an eiiu lu ini, u,u.„ ' 

that prevailed in the early history of these State cattle 

t Trust. 

. ■ tural processes in both 

farming are very dis- 
u rasa good deal of the 

blame must be put down to bad management and to 
the indifference of the personnel The appalling condi- 
tion of the supply of food-stuff to the rural population 
represents an obstacle in the Way of rearing new 
reserves of live-stock. The State compels the farms to 
produce ever greater quantities of products, regardless 
of the fact that both crops and reserves of live-stock 
are diminishing. In the two years since 1930 there has 
been an open, as well as a veiled, struggle as a result. 
Of the total gram harvest of the year 1931 the rural 
population was allocated only 550 million double 
hundredweights, whilst in the year 1927-28, when the 
rural population was smaller by 7 nmhon, its portion 
was 638 milhon, and the Five-Vear Han promised 
838 million for the condoding year 1932-33. The 
position is aggravated by the shortage of flour in the 
iHiln ws making the food scardty all the harder to bear. 


1 

horses was reduced to 2t-3 iiuuion in u, t 
23-3 million in the previous year. 

The individual peasant's farm can contribute veiy 
ittle to the supply of the urban population, despite the 
inormous prices now obtainable in the open market, 
rhe provisioning of the towns with meat, butter, eggs. 
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•c bis to be done chiefly by the sociah«:Gd sector 
he Phn figures for 1932 have only modest promises to 
like ill this respect liowexor The State firms and 
lUectivised units ire to deliver 344200 tons of meat 
id 1 023 000 tons of milk On the other hand the 
i\e ^ear Phn nuts the mirketiblc output of Russian 
jnculturc for the concluding jcv 1932-33 at 2 410 000 
ms of meat ind 12 180000 tons of milk From the 
[■^tc-controlicd sector onlj 14 per cent or at moit 
1 per cent of the«e quantities is expcclcd The fulfil 
lent of the Phn is open to considcnblc doubt , m 1931 
ir example the Skotovod dclncrcd only 69 per cent 
f its planned meat supplj 

The problem of provisioning the urban population is 
lus prett} serious and evcrjlhing points to a vvorsen 
ig of the situation But conditions arc far more 
'iqjc m the rural di'tncts Most of the rural popula 
on IS suffering from the effects of under noumhment 
nd m mint parts of the Union a famine has broken out 
n 1930 vast numbers of industrial workers and miners 
iturncd to tlieir villages owing to the poor food thus 
rcatmg a shortage of labour in tlie towns and mductnal 
entres but the position is now reversed Railroad 
[ations and countrj' roads arc crowded with peasants 
ecmg into the towns from the famine rcignmg through 
lit the counlTj-sidc In \am tJicj attempt to get 
read and work m the towns In contrast to the ^^lovv 
nd cncumkrcd progress of Russian agriculture during 
he pmod of the New Economic Pohea Stalm s policy 
f socialisation has cast the shadow of distress over 
Dwai and countr}'side 

Note —Several decrees promulgated reccntlj by the 
■ovact Government point to a mMification of its policy 
f enforcing the peasants to enter the collectives At the 
tcginmng of May 1932 it was ascertained that tlic planted 
rea was considerably less than in the previous vear and 
hat consequently tiic position created by the dearth of 
ood-stu^ had hecomc still more grave Tlie Govern 
nent hoped to be able to induce the peasants to increase 
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arms, tlereby putting an cud to the “ Giantomaaia " 
;hat prevailed m the early history of these State cattle 
arms, ]U5t as in the case of the Com Trust 
The prospects of growth by natural processes in both 
iociahsed and individual cattle-farming are veiy & 
oonraguig In the soaahsed farms a good deal of the 
blame must be put dot™ to bad management and to 
the indifference of the personnel The appallmg condi 
tion of the supply of food stuff to the rural population 
represents an obstacle in the way of reanng new 
reserves of live-stock The State compels the farms to 
produce ever greater quantities of products, regardless 
of the fact that both crops and reserves of live stock 
are diminishing In the two years since 1930 there has 
been an open, as well as a veiled, struggle as a result 
Of the total gram harvest of the year :p3i the rural 
population was allocated only 550 milhon double 
hundredweights, whilst in the year 1927-28, when the 
rural population ivas smaller by 7 million, its portion 
was 058 milhon and the Five Year Fhn promised 
838 million for the concluding year 1932-33 The 
position is aggravated by the shortage of flour in the 
villages, making the food scarcity all the harder to bear 
Under these circumstances there is httle inclination on 
the part of the peasants to rear new stock the faiume 
' ■' -"-“tntotp its slauehter despite all State 
ubt that the total 
leasants underwent 
tvmter. Worst of 
he number of farm 
horses was reduced to 21 3 numuii in 1930, as against 
23 3 million in the previous year 
The individual peasant’s farm can contnbute vciy 
httle to the supply of the urban population, despite the 
enormous pnees now obtamable in the open market 
The provisionrog of the towns with meat, butter, eggs 
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their sowings To this end, a decree protfidgated on 
irt rtp aenctilturaJ tax, whJe 
that the quotas 
ite had likewise 
n to collected 

by the State during the year is /.11/3 million pounds 
as against 1 367 rmilion pounds m 1931 On the other 
hand, the State fauns are under compulsion to deliver 
to the State 151 million pounds as against 108 millions 
in the previotis year The number of cattle to be handed 
over to the State is reduced by half, but in the case of 
the State f2wns ” ’ 

peasants are m 
open market " 

up direct connection between (he peasants aim tue ua_yu ^ 

K fcVit;, 2ie \t) te VortVitati as Tjwth ■iia ■pc«saUt M/i wnr? 

based on pnces created by market conditions Although 
it IS particularly stressed m the decree that pnvat® dealers 
will not be allowed to partiapate, it is doubtful whether 
these concessions, made as a result of the dearth of food 
stuffs, can be earned out without giving rise to pnvatc 
traduig And yet Soviet Russia is far from returning to 
private capitalism The general prmaples of the Par^ 
are still being strictly adhered to The only change is 
in the possibilities of applying these pnncipfc? fu this 
respect, Soviet Russia is a land of unlimited possibilities 
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JIONEY CREDIT AND BANKING 
By MALcoiii Campbell 
(Correspondent of the ffeai York Mcraid) 

' As I foresee it, afto- our victory has swept throughout 
the world, ue shall make use of all the gold to erect 
lavatories m the streets of the world s prmapal cities " 
Certain it is that w hen Lemn gave utterance to this 

thinking of gold as the ^mbol for money and the 
domination of money m private capitalism 
Lenin’s views on this point, so typical of his general 
philosophy, views that would probably still be endorsed 
by most socialists, have not undergone any modification 
as a result of the manner m which developments m the 
Soviet Union have influenced our ideas concerning the 
future of money credit and banking But an economic 
policy which sets out to transform society will soon find 
itself facing the necessity of making concessions That 
IS what has happened in Russia Tlie So\uet leaders 
found it necessary to make use of capitalist forms of 
economy Their greatest difficulty h^ been to make 
them fit in with their notions of a rationalised conduct 
of economic life 

Much has happened m the U S S R dunng the last 
few years to focus attention upon the Soviet system of 
accounting and their method of controlhng financial 
operations Renewed inteest has been aroused m con- 
]unction with recent endeavours to effect a more rational 
conduct of business and a more rational accumulation 
of capital A decision of the Party Conference in 
143 
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February 1932 “ stresses the anti-Bolshevik character 
of the ‘ leftist ' jargon when they speak of a transition 


proceetiea to explain luai lue wiiuie laea 01 a more 
efficient_conduct^of-bu^ess and improved finanang 
is to get^ljhe units of production instructed in the 
sociahsdcjystem of.boot-keepmg; this wll prepare 
the wayforthe Introduction of thejnachinery that is to 
replace money when, in consequence of the success 
achieved by our socialistic construction, the moment 
shaU have amved for it to be handed over to the 
museums. But m order that this might occur at the 
earliest possible date, we need to devote all our efforts 
to strenrthening our monetary system and our finance 
The dialectic of our progress lies m the fact that the 
sooner we organise our present monetary system on a 
sound basis, and the more we do to stabilise our 
chervonetz, the sooner will the work of building up the 
sodahsti: society be accomplished and the sooner will 
it be possible to throw our inhentance into the scrap'bag 
of history " 

It IS interesting to observe how the po^ of the 
Communist Party with respect to money, cre^t and 
banking oscillates between the poles of negation and 
atoiatfon. Hence the ups atid downs in the growth 

f ’ ■ I'l , ... - il-.c... 

m the attitude 

sm towards the 

problem of money, particularly as f^ardnhTfuture 
of money. There are the older views first expressed 
by the Englishmen Gray and Bray, and later on formu- 
lated by Robert Owen and his disciple, Warren In 
France, this school of thought was r^resented by 
Proudhon, in Germany by Rodbertus The basicjdea 
underlying this outlook is the/nghtof theindiyidualjo 
the entire,proceeds_oniislabour.f That commodities 
are not exchanged in accordance with tbeir labour 



value is regarded as the outstanding defect of the 
present system of marketing, which has therefore to be 
replaced by socialist economy. To this end, a reform 
of the monetary system would have to be effected by 
issuing a kind of labour token on the basis of the 
amount of labour expended on the production of the 
commodities, these tokens to be calculated in terms of 
working hours. 

The othcr^ trend, whose chief advocates were Marx 
and Engels, aims at the sodalisation of economy on a 
broad technical basis mth the aid of big units of pro- 
duction. \Tlie proceeds of the labour of the individual 
worker cannot be isolated from the pro'ductibh con- 
sidered as a whole. - " From everyone' accor^ng'to his 
ability, to everyone according to his needs.” There is 
no such thing as an exchange of commodities, but only 
distribution of the proceeds arising out of the entire 
volume of production. Tliis does not necessarily entail 
the use of money tokens ; consequently, under socialism, 
money would be eliminated. In this connection it is 
interesting' to note that ar^ments were advanced 
against the right to the entire proceeds of labour : 
Marx versus Proudhon, Engels versus Rodbertus. 
But Marx and Engels investigated money as a pheno- 
menon of capitalism and, unlike the earlier socialists, 
put forward no concrete proposals for building up the 
communal economy of the future. 

The views of the Soviet Union lie somewhere between 
these two tendencies, and its fundamental position ivith 
respect to money is apt to change as one or the other 
finds favour. \Vhen fihe currency collapsed during the 
period of militant Communism some of the Soviet 
leaders began to dally with the suggestion that a 
complete devaluation of the rouble should be allowed 
to lead up to the disappearance of money as such.^' 

^ Solkolnikov, one of tiie cleverest Soviet financiers, wrote 
shortly after the termination of the period of militant Com- 
munism : " Every new emisaon of oilbons of rouble notes 
increased the behef in the approaching happy end of the 
monetary system (such a consummation is sufficient reason 
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Ideas were put forward and discussed in Government 
Circles as to what should take the place of money tokens 
Some of these projects were even gone into by officials 
in the Commissariat for Finance Then it was that 
Strumilin, a staunch party man and an outstanding 
economist, and Professor Chanjanov came out with 
their interesting proposals 
It IS worth noting that practically all the proposals 
that have been made m Soviet Russia for the eventual 
abolition of the mechanism of money have been 
taken not from the pages of Marx, but from the 
theories of the older s^ool of socialists Strumilin s 
pl^ consists in the introduction of a methoiorreckon 
ing the hours of work done, which would then provide 
the basis for a free distribution of consumption goods 
^tiomng by the card system is rejected “This 
product of militansm and distress must sooner or later 
be replaced by a free selection of consumption goods " 
Here is his main proposal “ Let us suppose that 


creuit ims u reriutibteni 01 me idiour iioiei, 
that Owen put into circulation in 1832-34, except that, 
as Owen's workers were solely engaged in a handicraft 


higher or lower 


it there 
child 
despair 
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This method of ascatauuBg the value of goods would 
have many features m common witli the present system 
of fixing prices, particularly when it is renierabered that 
it IS calculated on differentiated labour In fact, the 
tv 0 systems would be " as like as two drops of water," 
Stnimihn contended It offered the Soviet buying 
public freedom in the selection of goods 

One is reminded of Dostoievsty s cogent remarks 
about the role plajed by money in the liberation of 
humanity In Notes from a House of the Dead there is 
that thought provoking passage Money is minted 
freedom, which is the reason why it becomes ten tunes 
dearer to us w hen w e arc depnved of it We have only 
to ]mgle money m our pocket to feel some sense of 
coimort, even if we know that we can't spend it 
even if the State were to furnish us witli all those 
things for which we need money to call our own— that 
IS how the pnson authonties look at the matter 
In his avancious desire for money the ]ailbird works 
himself up into such a frenzy that he almost loses his 
senses, and yet, when, in pajnng for a round of drmks, 
he casts it from him as though it were a wooden chip, 
he IS throwing the money after something he appraises 
a shade higher What, then, does a pnsoner value 
more than money ? Freedom, or at least, an illusion of 
freedom ' 

It would be easy to believe that these thoughts, set 
down m the middle of the past century, were directly 
suggested by aspects of the money problem m the 
penod of militant Communism 

Strumilm proposed that capital should not be asked 
to bear mterest althougji he added a rider to the effect 
that this would be quite possible in a socialistic economy 
and might, indeed, bethemostpractical course to adopt 
In that case mterest would accrue to the benefit of 
society as a whole, its calculation would be of 
importance for the better management of economic 
affairs and with a vieiv to the practical realisation 
of an adequate distribution of the amassed labour 
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values (capital) among fte various branches of 
economy. 

The plan put lonvordl^ Professor Chanjanov, whose 
considerable services to the State did not prevent Imn 
later on from being persecuted as an '* injurious person,” 
went much farther. Like the Viennese economist, 
Otto Neurath, he proposed that payments should be 
made in Wnd without any reckoning in values at all, 
an economy that would convert society into just one 
big peasant fanuly. 

During the penod of militant Communism, more was 
done to pull down than to build up The phrase coined 
by Bakunin, ” the desire to destroy is at the same time 
a desire to create,” can be aptly applied to this phase 
of the Revolution The Communists themselves call 
it the " heroic period of the great Russian Revolution.” 
On December 14th, 1917, a few weeks after the upnsmg, 
the banks were nationalised without compensation of 
any sort It was first intended to concentrate all 


foundations of economic life What really happened 
was that the entire banking system was destroyed 
Nationalisation of the major industries in the summer 
of 1918 met with no better success 
And yet these measures turned out to be of decisive 
significance, because they smashed the power of the 
po^essing classes without which socialisUc construction 
would not have been possible. The eclipse of money, 


printed for the benefit of Soviet diplomats abroad, 
where they were stilljconsidered good currency. 

The New EconomicToH^ brougSraBout big changes 
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m the sphere of money, credit and banhng It had its 
bnghter aspects m the immediate increase in produc- 
tivity and improvement of Imng conditions, but it 
conjured up the big danger that all furthei efforts to 
build up the socialist socie^ would be encumbered by 
the revival of private capit^t tendencies 
The State Bank was reopened m November 1921, a 
step that was soon follon ed by a number of other State 
managed banks the Tradmg and Industrial Bank, the 
banks for Foreign Trade, for electrification for agri 
culture, and the commune and co operative banks 
The credit institutions were established at the time of 
the restoration of bank credit in the years 1921-23, 
m their structure as well as in their functions and 
operstms they are fashioned on the capitalist model 
The currency reform of 1922-24 was m every way, 
exemplar It was earned out with success and along 
lines fhat even a capitalist State could not improve 
upon Of course, gold coins were not put into circulation, 
but there was a sdrfdf''gSld exchange cuirency In 
1922 the State Bank began the issue of the chervonetz 
A cbeiyonetz is an ancient Russian gold com It is 
expressly stated on these bank notes that they have 
the value of ten pro war gold roubles (7 74 grams) and 
that they are covered to the extent of not Jess than 25 
per cent by preaous metals and by stable foreign 
currency at its exchange rate m gold This issue was 
followed m 1924, by an emission of Treasury notes in 
small umts of 1 3 and 5 roubles For the sake of 
precaution, these freasury notes were brought into no 
direct relation of value ivith the chervonetz It was 
onginaily intended that the total volume should not be 
in excess of half the volume of the chervonetz m 
circulation As a matter of fact the rate of i cher 
vonetz to 10 Treasury rouble notes has been retained 
doivn to the present moment At the same fame there 
were minted silver and copper corns to the value of 
irouble 5o,20,i5,iok(^efcsmid5,3 z ikopeksand, 
later on, half a kopek The old paper roubles were 
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values (capital) among the various branches of 
economy 

The plan put forward ly Professor Chanjanov, whose 
considerable services to the State did not prevent him 
later on from being persecutcdas an *' injurious person, ' 
went much farther. like ^e Viennese economist, 
Otto Neuratb, he proposed payments should be 
made in land without any r^omng m values at all, 
an economy that would conv^ society into just one 
big peasant family 

Dunng the period of mihtant Communism, more was 
done to pull down than to build up The phrase corned 
by Bakunin, *' the desire to destroy is at the same time 
a desire to create,” can be aptly apphed to this phase 
of the Revolution The Communists themselves call 
1 ’ " ’ ’ ' * ” ^ ” 


any sort If was first intended to concentrate all 

' 1 oi I -n 1 ,1. People's, 

banks safely] 
>y to exercise I 

control over the big mdustnes and thereby over the 
foundations of economic life What really happened 
was that the entire banking system was destroyed. 
Nationalisation of the major mdustnes in the summer 
of 1918 met with no better success 
And yet these measures turned out to be of decisive 
significance, because they smashed the power of the 
possessmg classes w * ' ' ’ - 1 

would not have bef 
CTedit and banking 

dosed its doors, currency emissions reached astrono- 


where they were still considered good currency 
The New EconomicToli^b'rouprabout big changes 
1 
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in the spheie of money, aedrt and banking It had its 
bnghter aspects m the immediate increase in produc- 
tivity and improvement of living conditions but it 
conjured up the big danger tbit all further efforts to 
build up the socialist society would be encumbered by 
the revival of pnvate cajnt^t tendencies 
The State'Bank was reopened m November 1921, a 
step that was soon followed by a number of other State- 
managed banks the Trading and Industnal Bank, the 
banks for Foreign Trade for electnficatioii, for agn- 
culture, and the commune and cooperative banks 
The credit institutions were established at the time of 
the restoration of bank credit m the years 1921-23, 
m their structure as well as m their functions and 
operations they are fashioned on the capifahst model 
The currency reform of 1922-24 was in every way, 
exemplary It was earned out with success and along 
lines that even a capitahst State could not improve 
upon Of course, gold corns wae not put uito circulation, 
but there ^vas a sSfrcrgbld^change currency la 
1922 the State Bank began the issue of the chervonetz 
A cheCT®^ ^ ancient Russian gold com It is 
expressly stated on these bank notes that they have 
the value of ten pre war gold roubles (7 74 grams} and 
that they are covered to the extent of not less than 25 
per cent by precious metals and by stable foreign 
currency at its exchange rate m gold This issue was 
followed m 1924 by an emission of Treasury notes in 
small umts of 1 3 and 5 roubles For the sake of 
precaution, these Treasury notes were brouglit into no 
direct relation of value mth the chervonete It was 
ongmally intended that the total volume should not be 
m excess of half the volume of the chervonetz m 
circulation As a matter of fact the rate of i cher- 
vonetz to 10 Treasury rouble notes has been retained 
down to the present moment At tiie same time there 
were minted silver and copper corns to the value of 
I rouble 50 20,15 lokop^andj 3 2,1 kopeks and, 
later on half a kopek The old paper roubles were 
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reasons for this step. 

Although the Kew Economic Policy left the “ com- 
manding heights of economic relations," that is, the 


cmiurc and, in part, lo menu uicir tieiu of actmiy. 


different course of development. Pnvate^trtding vas 
suppressed by violent means, its banking establish- 
mentfrun on ooperative lines— the sc^called Societies 
for Mutual Credit, of which 2^5 were in existence m 
3926— were forcibly dosed This action culmmated in 


Apnl 1931, " gave' results in diametrical opposition to 
the aims of this reform to the serious detriment of 
national economy" The mechanism of banldng and 
credit operations is invanably con^plicated It is a 
simple matter to run a kulak out bf the \’illage and' 
coniiECate his faim ; but to wipe credirj organisations out 
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needed the unreserved approval of everybody As m 
other fields of Soviet activitj^ cnticism of the basic 
idea was not allowed, nor was it permissible to express 
misgivings as to the manner m which the idea was to 
find practical reahsation Cases of this kind only serve 
to expose the objectionable Soviet practice of msistmg 
on the Party standpoint m the face of all independent 
opinion, even in matters demanding expert knowledge 
Soaabstic construction is greatly encumbered by a 
" proletanan dictatorship ” interpreted m this fashion 
On the assumption that the Soviets considered the 
problem of banking and credit to be a fundaments 
issue when tliey first began to regard it from the point 
of view of planned and coiiunun^ economy, it must be 
admitted, that though they may have acted pre- 
maturely, they proceeaed logically when, under militant 
Communism, they C9nverted the People’s Bank into 
a central budget clearing-house under the control of 
the Comimssanat for Finance Undoubtedly, they 
were simply making a virtue of necessity, since the 
bank had no further functions to perform and had to 
close its doors This makes it easier to accept the 
further assumption that in a fully fledged socialised 
society, where the entire economy belongs to the com- 
munity and where there is planned production and 
distribution, there will be no place for credit operations 
of any kmd On this pomt, Marx says " Inasmuch 
as the means of produ^on have ceased to transform 
themselves into capital (which presupposes the necessity 
for the abolition of private ownership of land and 
property), then credit has no longer any further justi- 
fication for its existence, a point that even the Samt 
Si mornsts well understood ” 

Even the efficient conduct of business, which, smce 
Stahn’s advocacy of it over a year ago, is still regarded 
as gospel truth m these matters, is not altogethei m 
keepmg with the pure idea of economic planning, as is 
apparent from a study of his famous six conditions 
When everythmg is foreseen, planned and calculated 
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down to the minutest detail, there is not much point 
m placing a bt of emphasis on the virtue oi saving one s 
pennies The fact the Ru^ian example shows that 
' ngamsation and a 
se through which 

■ ' was left by the 

luguration of the 

Five-Year Plan, all credit establishments and credit 
operations were firmly m the hareis of the State Loans 


tion of the peasants Internal loans and savings banks 
continued to be the form m which the State looked to 
the public to provide it with the means for capital 
investments 

Practically all the economic functions of the State do 
their own accounting and keep independent balanc^ 
sheets They appear m the State budget as tax payers 
Moreover, they have to make over part of their earnings 
to the State 

In the domain of State economics, that is, in the 
relations between the State banking mstitutions and 
the other State and co operative undertakings twofonns 
of credit appear to be the general rule short term 
loans to industry and trade and long term bans to 
assist building, transportation and agriculture 


former clients of the State Bank There was also a move 
on foot to reorganise the State Bank as a Bankers' 

‘ Officially the present epoch is regarded as the fiiia.1 phase 
of the New Economic Rihcy This 15 misleading A better 
name for it would be ‘ Neoa^ ’ or simply, ' Period of State 
Sonalism' 
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Bank it was to conduct loan operations through the 
channels of the other big banks The pohey of the 
State Bank itself, on the other hand, was directed, 
logically enough, to building up its network of branches 
with the object of eliminating the other banks Sup- 
port for this action was found in Lemn's dictum that 
‘ the one and biggest of all banks— the State Bank with 
branches m every national department, m every 
factory— should be nine-tenths of the socialistic 
apparatus ” 

The middle of 1927 saw the first reform designed to 
put an end to the activities of qiecial banks in financing 
certain branches of industry and business, and to extend 
the scope of the State Bank In the following year, the 
Industry and Electro-Bank was merged with the Bank 
for Long-term Loans, which still carries on business 
to-day Its short term business was taken over by the 
State Bank 

Just about this time, too, another measure achieved 
practical reahsation The network of bureaus of the 
Commissariat for Fmance was merged with the local 
branches of the State Bank All Budget revenue and 
expenditure was supervised by the State Bank In 
this way, all the independent budgetary operations 
were t^en over, and even every instance of non- 
fulfilment of the State financial plans was immediately 
registered by the State Bank IHie State Bank likewise 
opened up agencies with the mdustnal and trading 
associations, which were thus able to make and receive 
payments m cash and do their own book-keeping 
Somethmg similar was earned out m the railroad 
industry and in the agncultural industry, thus helping 
to mamtam a healthy circulation of money This 
species of nationalisation and unification m the domain 
of money and credit was put on a much healthier basis 
than the enforced credit reform of the year 1930 

An iiOTortant.aspect_rf banking jmd cred it m the 
Soviet Traon is the amount of attention devoted to the 
problem of the moneyless commercial transaction, a 
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bilities in thn direction are naturally very considerable 
AU the State undertakings, particularly in their dealings 
} with one another, are able to reduce theui.systera of 

' I (1 fill , , n , |1. r 1 • 


/ when cmiienng the amoimt of currency in circulstion 
Phnned credit is still very much m its proUenatic 
stage in the Soviet Union. Even tk most ardent 
advocate oi planned credit is wiUins to admit that 
herein lies the most difficult aspect of economic plan- 
ning Credit ' • ■ ' . I 

the mdustnal 
lower parts bi 
An estimate 1 

industry by tue state oauit was put at a, 004 iiinuon 
roubles, inclusive of the sums to be advanced in accord- 
ance with the uewly-introduced acceptance form of 
accounting. In actual practice, the total volume of 

^ t. J Va re iTiSqi erorse* « 


excess of the estimates. 

\Vheii it came to drawing up the one-year plan of 
control figures, many eSqieits argued against the settii^ 
up of yearly credit p%s, expressing themselves in 
favour of quarter-year plans As credit is in reality 
only a derivative phenomenon, probably it can be 
efi^ively planned oidy when it loses this essential 
characteristic. In setting up the Five-Year Plan, the 
then director of the fimnnal section of the Gosplan, 
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M Bogolepov, a very shrewd financial authonty who 
was later removed from ofSce, advocated the idea of a 
restricted credit planmng He proposed to appraise 
ody the balance sheet of the vanous accounts without 
reference to the details of the turnover But even this 
cautious approach was of no avail his calculations 
wound up with an additional creation of money to the 
total amount of from 950 to 1 250 milhon roubles for 
the entire five-year penod And what happened? A 
new emission of 1,600 milhon roubles had to be effected 
in 1930 alone, the second year of the five-year period 
Then came the credit reform of 1930 Its real 
purpose was to carry out a rationalisation of the credit 
system with a view to improved credit planmng 
Although the work of givmg practical reahsation to 
the reform has not yet terminated, it can already be 
said that it marks a tummg point m the development 
of money, credit and banking m the Soviet Umon 
IS more, it marks the turning point m Soviet 
business management 

At the time when the old mdustnal concerns were 
allowed to resume operations and when the pre war 
productivity was practically attained, the Soviet 
leaders believed that, with the mauguration of the 
second phase of the so-caUed reconstruction period, they 
would be able to launch out along new paths in their 
handling of credit 

The mam purpose of the law of January 30th was to 
define the new forms for the regulation of the financmg 
of mdustry and trade by means of credit operations 
It also provided for the reorgamsation of the system of 
airricultural and co operative credit 
Loan operations based on goods and bills of exchange 
were replaced by direct bank credit Prior to this, the 
procedure was the same as under private capitalism 
The buyer took out a bill of exchange which was dis- 
counted m the State Bank by the seller, m the raajonty 
of cases, the mdustrial concern In other words, the 
loan was granted not to the biqrer but to the seller In 
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Its planned progress from raw material do^vn* to the 
lowliest Unit m the apparatus of distribution Accord- 
ing to the comments of the State Bank it is expected 
that “ m tbs way it will be possible to achieve not only 
a rationalisation of the credit business but also a 
rationalisation of the technique of commercial rela- 
tions ' All relations between the bank and the 
individual clients are to be developed along lines of a 
" unified current account ” in which are entered all 
items of revenue and expenditure 
Provision for and acceptance of credit between In 

• • * . » I t. i.j 


duction and the turnover of goods is to be effected by 
the bank The State Bank thereby loses its position 
as an institute for trading m money and capital and 
becomes a central clearing house for the national 
economy During the period of the New Economic 
Pohcyjt ' 1 .1 . 1 iv — j.. 

took to 
loans ( 

^ It 3 1 


easy for the pro*ducers"to market their products, it was 
generally believed that the moment had arrived for 
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bestowing upon the credit system its higher function 
within the sphere of planned economy Henceforth, 
loans to mdividual bai^ dients were on the basis of the 
specific economic plans set down for each unit of 
production and State undertakmg 

Such were the mam ideas of the credit reform But 
within the course of a year, a number of laws had to be 
passed " to do away with the inconsistencies encoun- 
tered in the practical reahsation of the credit reform " 
This official statement means simply that the entire 
blame for any failure of the credit reform is to be 
placed upon the shoulders of those who have to make it 
operative, and not upon the law-givers “ The man at 
the points is to blame,” used to be a famihar saymg m 
old Russia when a breakdown of the “ system ' led to 
a catastrophe 

It IS interesting to note that after the reform had 
been m owration for six months, the necessary adjust- 
ments had to be made progressively, by decrees enacted 
on January 14th, March 20th and 29th, June 23rd and 
October 31st, 1931, so as to adapt the mam ideas of ie 
reform to the opportunities presented by the growth 
of economic life 

What was the prmcipal defect of the credit reform ^ 
To all events and purposes, it abolished credit " The 
baby has been emptied out with the bath-water,” as 
the saying is The procedure adopted— and there was 
nothing in the law to prevent it— was that the bank 
handed out to every umt of production the resources 
it considered requisite for the realisation of the economic 
plan For instance, as soon as a factory had produced 
a certam amount of goods, the bill destmed for the 
probable buying organisation was deposited with the 
bank and the sum credited to the factory s account, 
and^automatically and simullaneously debited tojthe 
account of the buying organ^ation Hard-headed 
busmess men can imagme the state of affairs ansmg out 
of this species of accounting The buymg organisation 
might find itself credited mth goods it had never seen , 
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the “ unified current account ’ would show entnes 
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to the ecotiomic plan at the same time they had to 
work within the limits of the financial plan debts had 
to be paid and bills redeemed But from April ist 
1930 onwards the financial means were allotted 
'' according to plan,' that is, automatically Right 
up to the moment when the reform started to operate 
this ivas acdauned as an achievement of socialism but 
when the whole scheme faded to work it was regarded 
as a perversion Certam it is that industrial leaders 
began to breathe more freely when financial operaticms 
were taken over by the banks But the settling of 
accounts between buymg and selling organisations 
became mote and more jiomphcated and even the 
mtermediary— the State Bank— found it impossible to 
bnng system into the maze of current accounts 
Growth of economic planmng presupposes a virtual 


lefoim created chaotic conditions increasing the rost 


production and accumulation in the socialised units of 
production, but, on the contrary it has nullified the 
prmciples of business management and undenmiied 
the work of setting the finances in order ' Agam m 
the dictatorial manner the fault lies with those who 
have to make the scheme work, or with the ' damage- 
\Y0rk6rS Slowly otitnlw UnauPkepr ilip hpllftf IS 
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beginning to prevail that in this case the fault lies with 
the law maker The fact is the reorganisation of the 
credit system might veiy ivellhave been earned through 
to success had it been backed up by expert guidance on 
the practical side 

The new enactments of 1931 somewhat eased the 
position Credit may now be granted on the concrete 
results of planmng Undertakings umts of production 
and other State functions are dmected to conclude 
agreements among themsdves with regard to prices 
delivery schedules and otilier factors Apparently up to 
now this had not been looked upon as the most natural 
thing to do m the conduct of busmess The bank 
grants credit to the busmess world only on the basis of 
these agreements Bills have to be honoured by 
the buying organisation 

In the unilied current account a method that was 
done away with on November ist IQ31 all the assets 
of a busmess concern were tabulated From now on 
a shaip distinction has to be drawn between workmg 
capital and the sums borrowed A special decree of July 
23rd 1931 defined the position with regard to workmg 
capital Credit planmng consists prmapally in setting 
down limits for every undertak ng beyond which 
no further credit can be granted As mdicated by the 
reports of the last few months the general confusion 
caused by the credit reform is far from being overcome 
Busmess duectors had become accustomed to the sur 
plus of funds which the credit reform put m their way 
ideas of economy were foreign to them and they had to 
learn how to set about the task of cheapening produc 
tion It was the same with the banks They are just 
beginning to leam tieir lesson— not to dgfit shy a/ 
money and not to hand out money without a murmur 
automatically to quote from a declaration issued by 
Marjassm President of the Board of Duectors of the 
State Bank 

At the time of the inauguration of the credit reform 
the State Bank came out m its Economic Reports 
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with the following observation : " The capitalist bank 
grants— formally, at least— credit only to clients who 
appear worth}' of confidence inThVlegal and physical 
sense. A Soviet hank is in a position to give ' con- 
fidence ' to all those chents that are socialised under- 
takings, since their credit-worthiness "is established 
beyond doubt by virtue of the functions they have to 
fulfil within the sphere of economic planning and hy 
reason of the requisite funds which will be placed at 
their disposal for this purpose. An incapacity to pay, 
an insolvency of these undertafangs is out of the 
Question." 

.1 . showing results 

quoting from 

.. . ■ ■ much as the 

credit reform is built up on iiic pi,i.s,i.le of complete 
mutual confidence in the field of the sociahsed sector, 
any violation of this principle from whatever quarter 

- , ' *-Ku '-oTuniicatioiis," It is 

■ ht 


LV Mt-Jv . 

trolled concern (law of March aotn. tqjtp uou^iote 


• he 

' ial 

• to 

. • lie 

I for 

Finance explained tfiat uie«;OLjA,uw*..vs,. 'ed 

that the practical reabsation of the unifonn financial 
plan made it difficult to draw a sharp distinction 
between budgetary grants, State Bank loans and the 
financial resources of the economic organisations them- 
selves. The plan made it difficult to impress upon the 
^ .* — irnTtPT^tive it is for 
il 


)r 


the understanding oi ims eApicuiuv.-.. . 
connection ivith the effects of the credit refonn. 
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And now a few words about the Soviet credit 
.system. 

Financial operations in the Soviet Union are con- 
<ducted by the following banks : 

The State Bank. As an institute of emission and for 
granting short-term loans, sole authority is vested in 
the State Bank, whidi at the end of 1931 maintained 
2,500 branches throu^out the U.S.S.R. According 
to the statute of June 12th, 1929, it is no longer a 
department of the Commissariat for Finance but an 
independent institution. 

The Zehtn Bank. This central bank is an institute 
for financing communal {i.e. municipal) economy. It 
has a network of close on no provincial branches. In 
the summer of 1930 it was entrusted with the task of 
financing the entire housing operations throughout the 
Union. 

The Co-operative and Collective Economy Bank. Co- 
incident with the passing of the credit reform, the 
Agricultural Bank was reorganised to form, together 
with its 2,000^ branches, the ^-operative and Collective 
Economy Bank ; since 1931 the entire establishment is 
affiliated to the State Ba^. 

Four Long-Term Credits Banks were established by 
the enactment of May 5th, 1932: the Long-Term 
Credits Bank for Industry, the Long-Term Credits 
Bank for Agriculture, the Long-Term Credits Bank for 
£o-operatives, and fte Long-Term Credits Bank for 
Communal Economy and Housing. They are not 
credit institutions in the true sense of the word, but 
they transact operations connect©! with the budgetary 
allocations for new constructions and control the 
app'nuatinn ui tkieseiniiiis. 

The Savings Bank, (^eat care has been devoted to 
the organisation of the Savings Bank, which has now 
upwards of 50,000 branches. Depositors total approxi- 
mately 13 million and deposits now exceed 750 miBion 
roubles. Of this sum about two-thirds represent the 
savings of individual dients. Prior to the war, there 
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were^ 7^,500 depositors, and. the amoimt of deposits 

. ns several banks 

; establishments 
There are, for instance, the Afoscoip Narodny Bank and 
the Bank for f?«sswn Traii m London, Garantie vni 
Kred;ihsnk Jurist O^^ninBetlm Sm^tisCmmeraak 
; four I Europe du Nord m Pans, and a bank m each of 
the three capitals, Stockholm, Copenhagen and ^ga 
They function in con)unction with the Soviet trade 
dele^tioas Since 1930, settlement of accounts is 
conducted in a ^vay te enables the Soviet economy 


much m common with file loans of pTMCVolulionary 
times Anyboify an subscribe to these loans and tie 
public fin(K them very attractive An attempt wtis 
made m the days of the New Economic Policy to get 
these issues regarded as thoroughgoing securities It 
was hoped that they would be duly quoted on the stock 
market and circulate freely Up to the mauguration 
of the Five-Year Plan various bonds of this sort had 


in ten years and bearmg 6 per cent interest plus 6 per 
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cent on mnnmg numbers, a start was made in August 
1927 m getting tie general public to subscribe to State 
loans A remarkable feature of these lottery loans is 
the large percentage of wmnmg numbers, prizes vary 
from 100 to 5,000 roubles In a recent issue every 
subscriber was given M assurance ^at tus number 
would ivin at least one prize within the ten-year penod , 
the total number of subscribers to day exceeds 33 
milhon These issues alone have increased the national 
debt by 3 billion roubles (50 per cent by mass sub- 
scription) It is said that the pubhc is only morally 
constrained to subscribe to these loans, as in the case 
of war loans, but this is not so As the Russians say, 
Dobmoko voluntarily against one’s wiH 

Holders of bonds are not allowed to sell them 

The rate'‘0^ interest of the first peasant loans was 
45 2 per cent, it was lowered, until to day it is only 
10 per cent In the other spheres of the sociahsed 
sector interest plays a subordinate role, but loans 
between individuals bear a very high rate of interest 

Latterly, the position of the currency has been 
greatly jeopardised, mainly as the outcome of the 
credit reform 

The chervonetz is a specifically domestc currency 
Subsequent to the currency reform, attempts were 
made in 1925 to get Soviet notes quoted abroad, but 
without success As fte official Moscow quotation 
was kept as close as possible to panty and the unofficial 
quotations abroad had slumped considerably, a specula- 
tion was set afoot in the exchange of rouble notes for 
foreign currency, so that the Russians saw themselves 
obliged to adopt drastic measures On July 9th, 1926, 
the export of Soviet money was entirely forbidden, and 
shortly afterwards the import also The nominal value 
of the rouble as againrt foreign currency has been 
maintained All settlements (rf accounts within the 
State have to be made on the basis of this nommal 
value , settlements with foragn fiims only on the basis 
of foreign currency Rivate individuals can obtain 
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fcreign money m exchange for rouUes only m excep- 
tional cases 

The volume ol the emission of Treasury notes, 
onginally intended not to exceed 50 per cent of the 
volume of chervonetzi in circulation, was increased to 
75 per cent owing to difficulties of emission Since 
1930 the amount of the issue has reached 100 per cent 
of the volume of chervonetzi in circulation 

The foUoAving table shows the amount (m million 
gold roubles) of currency in circulation in the years 
subsequent to the inauguration ol the Five-Year Plan 



II 

Trssrary 

curreacy 

m 

TotiL 

October lit 1933 

10634 i 

7108 

1 195 6 

1 1 970-8 

October 1st 1929 

14232 { 

5*34 

2306 1 

36412 

October 1st 1950 

21303 

18591 

370 

4*63-9 

Urmarynt 1931 

21004 

19777 

27^1 1 

43551 

October irt 1931 

25272 ' 

13389 

3044 

51723 

Tuiaarvist loii 

1 J841 

35575 

3114 

56333 

Juae lit 1932 

27668 

16879 

3118 , 

37»3 

jolyiit 1932 

10155 





The following table shows the estimated and actual 
increase (m million gold roubles) of the total amount 
of currency m circulatioii 


1 

EstiButed increase 

1 Actnal increue 

1917'38 t ! 

3 CM 

3415 

1938-39 ! 

300 

6714 

1929-30 

415 

1 621 7 

1930-31 

1500* 

9086 

1933 • 

300* 



^ lotfioded u 1931 budget reserve bnt it did not nuteRallse 
• Bodget reserve 


As indicated above, (he ^timates of the Five-Year 
Plan in respect to the emissions have been multiplied 
many tunes The disastrous effects of the credit 
reform stand forth here in all their significance The 
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biggest volume of new anissions occurred just m those 
months when the credit reform first became operative, 
that IS, from April to October, when dose on 1,400 
milhon roubles were put mto circulation, as against the 
415 milhon planned for the entire year Though not 
immediately recognising the cause of this inflationaiy 
creation of money, the Soviet leaders decided to take 
measures to prevent new emiss}ofl'' special 

quarter-year October to Novembei by adoptmg 
a pohcy of ngorous economy ana'^«?o ^ As a 
matter of fact, there occurred no further notes 
m these three months But how did ^manage 
this ^ Commissary Grmko explained the ^omfon when 
he dedared "'When it came to carrying out this 
financial manoeuvre, we found ourselves up against a 
fact we had overlooked our indebtedness arising out 
of the payment of wages At bottom, it represents an 
advance made to us by the workers, an advance we feel 
we have a nght to demand But in this case the 
economic machinery has got beyond our control and 
our powers will be tested to the full m this field ' 

So that we can all agree with Commissary Gnnko 
when at the last session of the Central Executive 
Committee, he said that the "general position of the 
financial economy of the tj S S R, at the end of 1931 
was substantially more favourable than at the end of 
1930 " But that the position of the currency was a 
source of anxiety to the Moscow financiers is sho^vn by 
the price policy at the begimung of 1932 
It is plam from what we have already said that the 
Soviet monetary poluy has all along shown signs of 
vacillation, with the exception of the first year subse- 
quent to the inauguration of the currency reform The 
Soviet financiers have often stated quite openly that 
mon^ IS tolerated only as a temporary concession, but 
throughout they have done nothing positive to try how 
far they can get along without money tokens And 
now Kmbishev has promised the retention of money 
for the duration of ^e second five-year penod The 
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recorded investments, estimated at 150 billion roubles 


possible to bel^-jjpn tkir realisation only on the 
assumption tb „£ ,e Soviet financieis go on mahngneiv 

ci“ ^ Www/lo ntiA /•'in huliftV'' ♦foTn ah 


seno^^y , is coMained m a lecent deasioa of the Cealial 
Executive Committee This decision foreshadows a 
better organisation ot Soviet trade and the abolition 
of ration cards 


goods, anda* stable currency In spite of stable pnces, 
inflation signs are springing more and more into the 
foreground Lost year, the so called "commercial 
stores ' were opened m which rationed goods can be 


several years, it has been found impossible to obtain 
sufficient quantities of surolus money In order to 
increase the turnover of these ‘ commercial stores ' 


measure nas now ueen acviseu lu me usl uays oi 
January (1932), the Sonet citizens were pursuing their 
normal life, suspecting nothing Bent on satisfying 
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their daily needs, they qaeaed up wherever there was 
anything to be had Then, m ffie night of January 
31st to February ist, suddenly everyone learnt that all 
the rationed commo^ties been increased in pnce 
Food-stuffs had jumped from 25 to 75 per cent, cotton 
goods 209 per cent, footwear 40 to 45 per cent, 
articles of dothing 30 to 35 per cent ” ^ For the 
worfang population and avil servants it meant that 
living had become dearer overnight by 30 to 45 roubles 
per person per month 

Will this tremendous nse m pnces ease the financial 
position and restore equihbnum? From the point of 
view of the average Soviet atizen the situation is bad 
enough Yet, possibly, the leaders have reahsed that 
such drastic measures are the only way of withdrawing 
from circulation large quantities of money that encum- 
ber the healthy development of economic bfe At the 
same time, Ae pnces of standardised and freely- 
purchasable goods wid be made to conform, this will 
prepare the way for the abohtion of the unpopular 
ration-card system 

Money, credit and banking in the Soviet Union are 
developing in the direction of sociahsra just as is the 
entire economic life But until something better is 
devised to take the place of money as an instrument for 
keeping accounts and registering the accumulaton of 
capital, as a measure of labour vdues and an aid to the 
istnbution of commodities, the Soviet leaders will be 
obhged to strengthen Iheir monetary system and to see 
that it functions propofy 

^ It IS not possible to corroborate this statement A new 
staiJsfafaL 

Khosyaistvo has recently been bronght out after a long interval 
It IS characteristic that it contains nothing about the position 
of the rouble nothing about note emissions, pnce indices or 
the purchasing power of the rouble Some idea must be had 
of the amount of money in arculation, however 1 Even an 
inflation is amenable to ceatiabsed planning It was Lemn 
himself who said that socialism is puiwy a matter of statistics, 
and he was against every form of secret diplomacy ’’ 
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In the pursuit of their nltimateobjectives, the Soviet 
leaders will see themselves compelled to depnve money, 
credit and banbng of those negative aspects which so 
characterise their functions under private capit^ism 
This ^vlIl have to * ’ j- — j 

much patience ■ 
to contnbute mi 
socialist society 
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STATE HNANCE 

By Dr Gerhard Dobbert 
(QerliD and Borne) 

Every State administration of finance is based upon 
the assumption that the State will look to national 
economy to furnish it with the means of attaining its 
specific objectives Inasmuch as these resources are 
not supplied by State controlled industnes or by State 
loans, they are obtained through taxation imposed, 
by virtue of its finanaal sovereignty upon pnvately- 
owned enteipnses With its vast number of private 
mdustnes. toe capitalist State plays only a rdativdy 
subordinate idle as entrepreneur but it is a character- 
istic sign of the tunes that eveiywhere, even in capitalist 
countries, the initiative of the State in industnal and 
commercial matter* is making its influence felt to an 
ever mcreasmg degree within the compass of the entue 
national economy 

In the soaahst State, all the means of production 
are collectivised that is, they are regarded as belonging 
to the entire nation Hence, national economy and 
State economy beccsne interchangeable terms, since 
" pnvate economy is mitirely replaced by ' public ” 
economy 

It is towards the attainment of this ultimate objective 
of the homogeneous soaihst State that the Soviet 
Union is staving The transition from capitalism to 
socialism is taking place within the present framework 
of State capitalism To day the U S S R is “ a State 
m transition” and cons^Fwiildy its economic life 
171 
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shott-s both capilaJjst and socialist /caiwrcs This 
duality IS particularly a|>jMrfnt in tb Soviet Union’s 
financial sj’stcin as it exists at the present moment 
It follovs'S, then tliat the part plavcd m the Soviet 

I" ) **1 I r. I t / ^ i , 

■ I ' 

' ■ ' 1 I ■ 

IS still confronted vvith a private economic sector 
This really implies that the disapncarancc o( the last 
remnant of capitalism will coinciac wlh the disap. 
peanmee of State administration of finance That » 
no doubt Mhat the Peoples Commissaij' for Finance 
iiad in mmd when, as far bad as 1918, lie declared that 
jn the soaaltscd soocly there will be no need for a 


Yet the fact tenrnns tliat the steady grovs'th m the 
socialisation of economic life in Soviet Russia has 
tended to give the State more and more control over 
the country's finances Russia 5 process towards 
mdustnahsation has enaWod the Slate to extend its 
control over the economic life In tlic first place, it 
helped tile State to dnve private enterpnse from the 
"commanding baghts gainwl at the time of the 
introduction of the New Lconomic Polic)', second]}, 
_,i . „.*i. i.i- . ector 

! • ■ State 

• • ■ tioml 

• . • . s not 

the moneyless econoraj of souurtA ideals— not jet at 
least— but a kind of State capitalism m which methods 
and relations appear in very much the same form as 
under capitalism. 

A sj-stem of State finvicc operating qmte above and 
hejond the realm of national economy as in ‘ the 
Bolshevist state in fninsiUon " is also conceivable m a 
full} 'fledged socialist State After al], the economic 
organism remains the same^ whether one refers to it as 
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the State or as Society, bnt m pnnciple from the point 
of nev, of its orgamsat onal structure, a distmction can 
be drawn between the State as entrepreneur and 
the State ^ the «overagn atrthon^ entrusted with the 
worh. of adrounstration Hie fact is, that when the 
commetaal activities of the Soviet State were plai^ 
on an independent basis at the timeof themauguratioii 
of the New Economic Pofacy and adjusted to capitalistic 
ideas, State capitalism was I^ahsed m the Soviet 
Union and the basis laid for ^ present system of 
State administration of finance 
jNow the administration of a nation's finances is 
closely connected with the development of its economic 
life Ihis IS partioilariy so where the State appears 
m the rdle of the big capitahsf and claims for itsdf 
full executive poweis and consequently where the 
relations between national economy and finance are 
pnmanly governed by tile State The structure of 
the Soviet finance adEOmistiation as wdl as the trend 
and contents of the Soviet finanaal pohey, supply the 
hey to an undemtanding of the prevailing phase m the 
development of the Soviet sj stem of economics This 
development aims at a constant expansion of the col- 
lectuTsed sector of the national economy at the co&t 
of the private ecoDomic sector It demands that the 
forced productivity should fall exclusively to the 
benefit of the collectivised scitor The function which 
Soviet finance has to perform is to help m guidmg this 
process of development in the direction of complete 
sociahsra To this end, tiie State staves to obtam 
control over the greatest possible part of the natimial 
revenue with the purpose of finanong its uidustnal 
activities Tmanci^ poky thus becomes a tho’^u^y 
effective device for the atfrunment of economic obja:- 
tives, also for the realisation of social and pohtical 
aims The converse of capitalist assumption that 
the State should cover its fin^cial needs in the first 
instance by means rf revenue extracted from pnvate 
enterprises in the fonn of taxation is the Soviet pro- 
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position that the State should take its requirements 
m an ever-increasing degree Irom the expanding 
collectivised sector of its economy The Soviet says 
that, in principle, it makes httle difference what methods 
it employs to extract purchasing power, that it is 
metew a question of techno! practicability whether 
it collects its resources from the earnings of the State 
industnes by faang them or by compelling them to 
loan money to the State Likewise, in pnnaple, it is 
all the same in what w ■ "" ™ivpr 

away from thepopulace, 
form of a tax imposition 
relation of the pnces of the collectiviseu 
In principle no hmits are imposed to the poweis of 
the Soviet State as the supreme anthonly (this is the 
antithesis of the doctnne of hberahsm, which rejects 
the idea of State interference in pnvate and economic 
life ) It IS quite in the nature of the system that it 
should extend its powers progressively until it has 
subjected the entire economic political and social 
I r *" State control As accordmg to Bolshevist 
' — ’« determined 


of battle have their ineniauiv , 1 

reactions It is therefore patent that the Soviet rulers 
must endeavour to extract from the national economv, 
m Its State-controlled sector and in its pnvate sector, 
the lughest possible qnotas of national income in order 
to budd up soaahsm by way of economic integration 
earned out in accordance with the plans approved by 
the Commnrast Party, that is, with due regard to 
the Party standpoint In contradistinction to the 
budgetary expenditures in capitalist conntnes most 
of the money sjient by the Slate goes into Stiancmg 
' ^ — inH enterprises The 
m the 
mvate 

sector, are leii inm ~ < j dies of 
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purchasing consumption goods, and consequently are 
forced to undergo great pnvatioijs and hardships m the 
hope of a better future Pimte economy under the 
Soviet regime sees itself faced with inevitable ajinihila- 
tion, at any moment it can be swept entirely out of 
existence— by applying the lever of financial pohcy, 
for example— and it is tolerated only inasmuch as the 
State regards its functions as helping to round ofi 
the econonuc life of the nation It is realised that m 
the inherent tendency of the regime to force everything 
to a head lies danger of over tension and the possibility 
of the desired development suffenng gmve setbacks 
Socialism “ at any pnce '* and " as quickly as possible ” 
may after all simply hamper flie work of building up the 
socialist society and be detnmenta] to the ultimate 
object of all economic activity, which is to supply 
the needs of the populace lor the necessities of hfe 
A financial policy that has to apply forcible methods 
and shaiply stress its character as a political instrument 
in the class struggle runs the nsk of dislocabng national 
economy and neglecting its mam task of bmldmg up 
the collectivised economy 

Only when one bears m mind this speahc political 
background can one get to understand the peculiar 
features of the Soviet finanaal system The Soviet 
State envisages its task as the practical realisation of 
socialism as soon as possible and to the fullest possible 
e'itent But every fonn of a socialist economy has to 
make use of the method of planned economy All the 
plans are integral parts of the centralised planned 
economy, whose progress is made public every year 
in the form of control %ures Each of the individual 
economic plans has, apart fiom. its economic aspect, 
a financial side, thk is to say, the chances of the 
programme being realised have to be considered from 
the fmancial point of view All plan measures have 
to form an orgamc umfy , none of the vanous partial 
plans IS given speaal importance— m fact, it acquires 
real significance only as part of the whole It was 
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thereforequilemkeepmswiththegeneral line of advance 
when It was decided to set lip a unified financial plan 
as a coimterpart to the nmfial economic plan Directly 
subject to planning, however, are only those enterprises 
falling within the domain of State economy, what 
lies outside the realm of Slate economy is merely 
regulated In actual practice, then, the umfied finanaal 
'1- pronomic sector only For 
a 

pail ui . he 

State mdustnes, mentioned m me imaut,. , ire 
only the net takings and those expenditures that refer 
to new investments and extension of the industnal 
plant, not the real operation costs and income The 
field of activity of the finanaal plan follows closely 
the development of State economy 
It IS apparent from the law of May 43rd, 1530, that 
the finanaal plan is a method designed to bnng more 
order and system into the administration of finance 
in the Soviet Umon It is designed to subject State 
economy, inasmuch as it finds its expression m the 
unified State budget, to a comprehensive finanaal 
planning which, in time, ivill be extended to include a 
very important State economic sphere now lying 
beyond the reach of the national budget Sometiung 
similar to this was attempt eddunng the phaseof mihfant 
Communism when the Soviets decreed the complete 
collectivisation of the means of production andf the 
forced abolition of pnvate property The attaiipt 
was a Saitaie and ended m tiie TOtaodudroii of fte 
Economic Policy 

Despite all the difficulties faong its practical reahsa- 
tion and despite all the doubts it raises with regard to 
the methods it employs, the finanaal plan represents 
an attempt to raise all the items of national revenue 
placed, for the term of one year, at the disjiosal of the 
State and to put them to use It is plain that the 
organisation of the State economy is such as to offer 
manv possibilities for the acciunulatioa of national 
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'enue and for its assignment These possibilities 
found tbeir practical realisation m institutions 
;Ii as the budgetary system social insurance, State 
urance, banl^g savings banks, co-operative 
ablishments, trade unions and so on It stands to 
son that there has grown up between these mstitu- 
is engaged m raising and allocating funds, a close 
work of inter-relations The pnme object of the 
incial plan is to re-allocate those items of the national 
enue flowing into its sphere by way of these channels 
IS makes it a very important instrament m the hands 
he State The political mission it fulfils is to function 
a regulator of the national economy by guiding the 
nomic and soaai evolution along lines designated 
the pohtical control 

)f the items of the national mcome claimed by the 
•te m accordance with the finanaal plan, dose on 
ee quarters are raised by the coUectmsed sector 
i only one-quarter by the private sector The State 
laratus (excepting that part devoted to the control 
economic life) and the entire sector of cultural and 
lal rdations (of the Stateand itssubordinate organisa- 
ns), with Its institutions for the satisfaction of coUec 
e neei (social, cultural and admimstrative), are 
rely consumptive branches of the State economy 
the collectivised sector of the national economy it is 
: State industnes, transportation, trade, grain- 
rchasmg bodies, hanks, etc , that do most to contn- 
te towards the task of raising the funds needed by 
; State, those funds appearing m the financial plan 
D part of the national income which represents 
; contnbution of the general populace to the State 
ids is, as IS patent from the economic structure of 
nation, largely exacted from the agncultural 
nilation The collection is made m a most ngorous 
Y The accumulated purdiasmg power is allocated, 

) by way of the above-mentioned institutions, to 
vanous sectors, where it is then distributed among 
ifierent branches of economic activity If a 
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Another object of the hnandal phn is to show how 
the purchasing power claimed by the State is to be 
utilised The hnanclal programme of the Soviet Union 
isreally ’ ' ' ». *<• 

with a ’ 
of the m 

isation. The Soviet leaders are hoping, with the aid 
of the financial plan, to mark out the exact structure of 
the national economy by ascertaining what quotas of 


financial plan, calculated m billions of roubles, tos as 
follows 
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As It IS estimated at 43 tdlion for the year 1932, 
pronded the Soviet figures are reliaWe, 4 per cent 
of the national income will he planned finance, an 
indication of the rapid growth that is being made in the 
process of coUectivisationin the U S S R It also shows 
the hold the financial plan has already acquired over 
the economic orgamsra It is charactenstic of Soviet 
conditions that, although aduevemeat for the past year 
was behind schedule to die extent of half abilhon roubles 
the plan succeeded in getting hold of 82 8 per cent of 
the national income instead of the estimated 64 1 per 
cent Probably the reason for tins is that the national 
mcome did not increase to the extent that the control 
figures led the Soviet finanaers to beheve it would 
instead of increasing from 33 9 bilhon in the year 1930 
to 49 8 billion in 1931 it reached only 37 8 billion 
according to the figures of die Commissanat for 
Finance But even this was an achievement deserving of 
admiration 

The difficulties that arose when the financial plan wbs 
drawn up and especially dunng the efiorts that were 
made to realise it in the year 1931 difficulties that are 
part and parcel of all planrang techraque in the U S S R , 
have been so considerable that only recently a senous 
hitch occurred m the operations of planned fmance It 
probably arose from fact that of late the most 
capable plan speciahsts Imve been replaced by younger 
men whose knowledge and cxpenence are not equal to 
the task of mastenng the ever growing difficulties of 
plan work The theoretical achiewments and the high 
level of the saentific ivntuigs on financial matters have 
shown a considerable falling off that is, inasmuch as 
these matters are allowed to be discussed in public 

The fact is that the achievements of 1931 have shown 
that when it comes to the pomt of putting the financial 
plan into operation, it is diflKult to differentiate ivith 
any degree of exactness between budgetary resources, 
State bank credit, and those funds supplied by economic 
orgamsations from their own r^ources This gives nse 
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to a state of affairs which prevents the various economic 
organs from acting mth a sense of responsibility m 
managing their own resources and the funds loaned to 
them (a point that was raised in the budget speech of 
Finance CommissaryGnnkoinDecembenggi) tWen 
‘ ”<■ firer ipcaijv laangnrated,* the financial plan iras 
■‘he achievements 
But at the last 
rteem December 
■ts existence It 

has been retanieu lu* „ j , but only as a 
method, and expressly without legal sanction A 
survey like that which appeared for the year 1931 
was not published But as the financial plan is an 
integral part of the entire planned economy, the present 
phase must be regarded as a sort of breathing spell It 
IS a phase that will have to be overcome othennse the 
r-* '• Tvlmned economy will be seriously endangered 
' — •’as hroueht to 
ithe 

budget m the boviei nuauv.. j 
As a matter of fact, the budget is the corner-stone 
of the financial plan Though a partial plan, it is 
based on long expenence and contains elements of 
continuity which planned finance has not It comprises 
about two-thirds of the financial plan (The budget 
estimates for 1931 were balanced with ai8 billion 
roubles, the financial plan estimates with 319, the 
budget estimates for 1932 are put at 27 5 billion those 
( ' It tj bJhon ) Compared with the 


sigmitcance atuuuxi u, „ 1 

the fact that the budget is more than a iunciiuii J 

1 Up to now two financial plans have been sanctioned by 
law the one for the special quarter year Oct~Uec 1930 
and the one for 1931 with the economic year beginning January 
rat 
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State administration, to some considerable extent it 
has become the budget of collectivised economy, since 
it contams a portion of the revenue from the State- 
controlled units of production as well as the investments 
s unk m the national econonqr The Soviet State 
embraces, m the mam, a fourfoH programme 

(«) Taxation and loan activity dunng a budgetary 
penod 

(5) Acquisition of the fiscal portion of the cammgs 
of the State controlled units of production 
that have not been brought rvithm the compass 
of the budget operations 

(c) Management of the finances of the State admmis 
tration and transportation system , 

[ij Fmancing of nation^ economy through budgetary 
operations 

Disregarding for the moment the many incongruities 
m the technical sense, m companson with the bucket 
of other countnes it is plain that the Soviet budget is 
m substance altogether different This difference lies 
mainly m the peculiar rektionsbp in which tiie budget 
stands to the national economy While the modern 
capitahstic State extracts the revenue for meeting the 
national financial requirements, as a rule only to a 
minor degree from State owned industnal resources, 
the soaalist State denves its entire financial require 
ments from revenue extracted from State economy a 
procedure that is assured of success only if the whole 
sphere of national economy comades with that of 
State economy 

The Soviet State sets out to attam these objectives 
by taking steps to assure that, having obtained a 
monopoly in the important fiel^ ol production and 
distribution the ground is prepared for a considerable 
increase m the revenue denved from the collectivised 
economic sector It has to hold on to this course m the 
face of blunders arising, on the one hand, out of its 
bureaucratic system, on the other hand, out of th^ 
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ecotiomy and a new soaety, the budget has to serve 
as an organic part o! the finandal and econonuc plan 
and there it has, as tar as lies witlun its pQ\\ er, the same 
functions to perform as the financial plan in the realm 
oi the entire system. 

Another special feature of the Soviet budget may be 
traced to the political structure of the Soviet State, 
v;hich regards the liberal pnnaple ot a separation o( 
the State's functions as tiang incompatible with the 
idea oi the proletarian dictatorship, and so replaces it 
by the principle of the concentration of these functions. 
(Different political functions are assigned to one 
organ, but specific functions have to be performed 
simultaneously by different or^ansj The organs that 


and mutual control In Soviet Russia, the influence 
of parUamentary institutions, which often assumes 
paralysmg forms in democratic countnes, has been 
entirely abolished And as the institutions of the 

£•_ -J- J '' 


The system of the Bolshevik dictatorship alone explains 
the unanimity wth inhich the tremendous financial 
demands that are imposed year after year upon the 
individual citizen, and upon the nation as a whole, 
are made and earned out with the utmost seventy 
and ruthless logic. 

A third characteri^ic is that every constituent 
republic of the Union has its own budget. Prom the 
technical point of view this is something of an innova- 
tion m that all these budgets taken together are unified 
m the All-Union Budget of fte U.S.S.R., which reijuues 
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the ratification of the Centra] Executive Committee 
The seven constituent Union Republics have therefore 
no real budgetary independence This budgetary 
system makes possible a unifiedr^ulation of thefinancid 
needs of the Umon and the constituent Republics and a 
unified control over their financial operations 
There is now a tendeniy to sunpMy the entire 
budgetary system by including the local budgets, thus 
umtmg ^ the preliminary estunates of the regional 
bodies m one and the same budget This would create 
a Unified State Budget 10 the fullest sense of the 
word In the Soviet Union there is no pronounced 
antagonism between the Umon and the constituent 
Republics, as there is m federated States m other 
parts of lie world Any differences are toned dovm by 
the fact that the U S S R is not just a federation of 
States but of Soviet Repubhcs that is, of States of a 
proletanan complexion where everything is thrown into 
we struggle for the mamtenance of the ruling system 
Furthermore, in Soviet Russia there is no real self- 
admmistration in the German or English sense The 
local bodies are merely subordinate functions of the 
supreme power, parts of the unified system, namely, 
the Soviet system The entire State administrative 
apparatus like the local administrative apparatus, is 
composed of representatives of the same class and is 
subject to the instructions of the Party, so that nowhere 
IS there any opposition to the supreme authonty The 
local budget is just a nder to the Ail Umon Budget 
Just as there is a centralism m the physical sense, so 
there is a formal centralism conditioned by political 
factors The administrative ta^s that the Umon, the 
constituent Republics and the local bodies have to 
perform is mapped out by the Umon alone hkewise 
all stipulations with regard to thar financial require- 
ments The powers allotted to the Umon in the con- 
stitution are set down m such general terms that, 
should the necessity arise thqr can be extended mto 
every sphere of liJe The growth of economic life 
and the progress of State planmng almost automatically 
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compel the Umon now that it has incorporated the 
principle of centralised planning to extend its control 
into more and more fields of State activity, thus en 
larging its administrative madimeiy Owing to tiie 
collectivisation of agncnlture, for instance a com- 
missanat of the Umon is now subordinate to the com- 
missariat of a constituent Republic, and owing to 
its rationalisation the forestry and the timber indnstncs 
have been placed under Umon control Moreover, 
the setting up of cadres for tunning the new units of 
production finds the Umon bunching forth into the 
educational field where the constituent Republics Seemed 
most assured of retaimng their independence Other 
instances of this process could be nted The relations 
between the Union and the constituent Republics are 
here disclosing signs oi being ■'fess ngid and fixed 
once and for all, but allowing oi different forms and 
phases of development ' (Stalin) ^ 


1 Compared with the Umon budget the budgets o{ the 

V I- ^ nil' tk 


eiqitiiditure they receive subveationa from the Union m 
the fonti of the entire proceeds from the Agncultuml Tax 
and the Culture and Budding Tax For 1532 thesj sub» 
ventions totidled 1 3 bdJion roubles An aditional source 
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The development of the State finances of the U S S R 
reflected the catastroplnc declme of national economy 
m the period of militant coimmmism and its revival, 
following the transition to the New Economic Policy 

Apparent m militant conraninism was the attempt 
to get national economy established as collectivised, 
moneyless economic life organised on the basis of natural 
economy Taxation levied m money was ahohshed 
and the imposition of taxes ceased altogether (Decree of 
February 3rd, igzi) The State revenues at that time 
were the goods produced by the State controlled 
undertakmgs and co operative concerns, together with 
the surplus products of the peasantry which were 
confiscated and distnbuted m accordance with the 
decisions of the State executive bodies Yet despite 
the fact that national and State economy were placed 
on the basis of an economy m kmd thB system of a 
natural economy did not see practical realisation 
For the conduct of the civil war, for ninning its State 
enterpnses and for financmg its admimstration the 
State continued to a large degree to employ monetary 
methods, creating an artificial purchasing power by 
pnnting large quantities of notes The budgets of the 
revolutionary years were made up of elements composed 


former practice when the Union allotted fixed quotas of its 
taxation revenue to the independent States and covered 
their deficits the central authonbes now allocate the budgetary 
funds as they thmk best adopting a less rigid view point 
witli regard to tie subventions Since the unification of the 
tasafaon system was effected tiie subventions are supphed 
by revenue from the Turnover Tax (in the estimates for 1932 
set down at 1 27 bilhon roubles or 35 3 per cent of the sum 
total of the local budgets) These subvenbous play an im 
Twrteutjajtju &sh!aiices£d.sctsie't^ti}Bzn3epS’SdestStzts‘s 
{eg in the case of the Turcoman Republic they constitute 
85 5 per cent in the case ol the Tadzhik Repubhe 83 5 per 
cent) while Uiose Republics with a more highly developed 
industry are not assisted to anyflimg like the same degree 
(In the budget estimates of the USSR subventions from 
the Turnover Tax amount to 26 4 per amt in tiie case of the 
Ukrainian Repubhe to 14 1 per cent) 


SOVIET ECONOMICS 


iS6 

partly of toooey and partly of values in hud In new 


activity m those days. 

It IS interesting to note that the first step in the 
transition to the New Economic Policy occurred in the 
sphere of finance The introduction of ths tax m kind 
in 1921 instead of the confiscation cf the products 
of the peasantry, marked the retura to the recognihon 
of the right of disposal over the product of labour and 
the ^ht to exchange goods m the open market, at 
first in kind and later on in money 

The reconstruction of the So^^et financial system 
ivas coupled wth considerable difiiculties; there was 
no adequate taxation ma^ery, and with the decline 
of national economy there were few tangible sources 
of revenue to be tapped Taxation in kind continued 
to influence the character of the State finances This 
development ame to an abrupt end with the abolition 
of the tax in kind imposed upon the peasantry From 
December nth, 192^ wiwards, all taxes were paid in 
money. The budget of 1924-25 was the first to be 
draivn up on a money basis and which provided the 
machine^ for collecting the re\ enue in money. It was 
made possible by the stabilisation of the currency 

The final f^res of the preliminary estimates were as 
follows : 



MillioD loaUes 

Peiwntage Iticrease 


2.876 


1915^25 

4039 

40 
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22 
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87 
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It needs to be noted, however, that the Soviet 
estimates are in terms of a purely domestic currency, 
so that their true value, measured in terms of the pur- 
chasing power of the rouble, would not show such an 
increase. But even if the rouhle depreciation is put 
very high, the actual increase in the Soviet budget is 
unparalleled in finantid history. 

TheMowing tableshows the chief sources of revenue : 



1924-25. 

1932. 

Revenue. 

MiUion 

roubles. 

Per- 

centage, 

! Million 

1 roubles. 


Revenue itom Taxation ' 

i. 3 t 7 *o 

45 '^ * 

t&» 753'5 ' 

6o-8 

Revenue, not raised by 

Taxation 

1,236-2 

43-0 

1 

6,32I'0 

22'9 

Loans 

II 3-5 ' 

3*9 

4 / 342-4 ' 

25-8 

Miscellaneous . 

208-0 

7'3 

125-0 

0-5 

Total . . . 

2,875-6 

100-0 

27 . 54 t '9 

lOO'O 


(Inclusive of the cmissioQ of 26-3 biUion roubles.) 


As formerly, taxation still supplies the main source 
of revenue. But this has only formal significance, 
since the division into revenue raised by taxation and 
revenue not raised by taxation is becoming more 
and mote meaningless. The Tumewer Tax, which, 
accordi^ to the estimates of 1932, is expected to bring 
in 15 biUion, or 55 per cait of the entire revenue, is 
paid almost exclusively by the State or by co-operative 
units of production and merely represents a special 
way in wWch State concerns raise funds for the State. 
The quotas of subventions directly— formally, at least- 
made over to the State finances from the proceeds of 
industry show an increase (if not to the same extent 
as taxation), though they are lower in 1932 tiian in the 
precedmg year, because the State allows the concerns 
to retain large funds in ord^ to increase their financial 
independence, They are also permitted to retain all 
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revenue in excess o( the planned income as an incentive 
to greater effort. These surplus amounts can be used 
for improvements, for satisfying cultural needs or for 
rewarding diligent workers. Latterly, a special source 
rt is the “ commodity fund.” It is a levy on 

.M jtnrps where 


t,..- .. f 

reveals the extent ol btate imiiau.o c 

life of the country ; that proportion of the total ex 
penditure set aside for investment in State-controliei: 
industna! enterprise serves to indicate how far thi 
Soviet State has come within reach of its ideal of Stat 
socialism. The following table gives a comparison c 
the main items of expenditure of the centralised Stai 
budget for the years 1924-25 and 1932 : 



Bndsti 

1911 Citlmatei. 

KiUloa 

loubtes. 

Pmeotage 

iUlioa 

nubki. 

Perctota 


X. Natioful Bcoombt . 


•»4l 


5**1 

9, TniBPorc and Cos* 
Diunlcatfoot . 

mi) 

}3*3 

iiV 

}«,«78 7 
4,036*0/ 

146 / 

9 Sodil aad £duu> 


tranxl Eiptsdlton 

arJj 



57 

4 Adffiiustration 

1900 


4666 

tr 

AnuTandNayj . 




51 

6 State Pdtre . 

7. Subveotfoni (0 Local 

66-1 

33 

993 a 

36 

Autboiitui . , 

37*3 



y 

8 MiKeUaaaotii , 

49? 

30 


36 

Total . . 

3,946 1 

m 

*7,543 1 

10 a < 


These figures are more eloquent than any commenti 
Compared with the budgetary e^enditure of capif; 
countries, the main difletence lies in the fact that 
State Debt item constitutes only a small part of 
total expenditure. The annulment of the State < 
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freed the budget from heavy burdens of the bud 
that m other countnes, threaten disaster Mother 
difference is the large aims set aside for hnancing 
national economy, it is these mvestments that make 
it a budget of sociahst construction Pursuant to 
the Five Year Plan the 1932 estimates show that it is 
intended to set aside more tiian one third of the entire 
expenditure for subsidising the heavy industries and 
more than half of all the subventions will be m the nature 
of investments m the national economy Apart from 
these items, all that remains over is more or less com 
parable to the public adnumstration item of the budget 
of capitahst countnes 

The foregoing figures might give a wrong idea of the 
extent of the cultural and soci^ activities of the Soviet 
State It therefore deserves to be borne in mmd, when 
considenng the billion roubles set aside m the 1932 
estimates Iot cultural purposes, that m the Soviet State 
the task of satisfying the cultural and social needs of 
the population is undertaken pnnapally by the local 
bodies The subventions mentioned in the State 
budget under this heading are designed to help out the 
local bodies in special fields— m social insurance, for 
instance. It is intended to allocate 9 2 bilhon roubles 
m 1932 for this purpose, that is 38 per cent more than 
m the precedmg year The estimates for mihtary 
purposes and those for admmistration seem to be 
moderate It will be noted that the estimated ex- 
penditure for imlitary purposes also seems low when 
it is remembered that the Soviet State is maintaming 
a powerful and very well equipped army and navy and 
an effective GPU This anon^y is explained by the 
fact that the funds fw tie annament mdustry figure 
under the category of National E^nomy Expend: 
ture for purely admmistrative purposes likewise seems 
moderate at a time when bm^ucracy m the Soviet 
Umon IS assuming disquieting forms 

The obliteration of the dividing Ime between revenue 
from taxation and revenue from other sources has 
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become a singular lealure of the Bolshevih q’stem of 
tajation. Pnor to the Tax and Credit Refonn of the 


obtained jjrimarily from the pnvate economic secloi 
by applying drastic measutes. The taxation system 


1 


economic sector now negan to yield results, heiitfr 
forward, purchasing power began to accuimilate more 
and note in the socialised sphere and, in consequence, 
the main burden oi State expenditure was sluited on 
to the strengthened shouldets ol Stole economy, 
Although either attempts had been made to bring 


ised sector and one for the private sector. The former 
is designed to enable the State to fill its coffers in the 


survival, even under e.xisting disadvantages, are 
sjfsfematicnilg annihihited. 

In actual practice, only tivo taxes are levied m the 
collectivised sector ■ the turnover tax and the income 
tax. The turnover tax is a levy on sales, and the rates 
vary according to the class of goods. As a general 
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such as machinery, tractors, trucks and ships, are 
placed in the category of the lowest ta?. assessment, 
namely, 2 per cent, food-stufb, such as gram, milk, 
eggs, are substanti^y higher from ri per cent to 12 
per cent Then Mow arfades of use, such as footwear 
and cotton yam, abont 20 per cent, and finally luxury 
articles cigarettes, alcoholic beverages, the sales tax 
on the latter being as much as 88 4 per cent A number 
of other taxes and duties are levied under the turnover 
tax The income tax is now at the fixed rate of 20 
per cent of the net profit State, co-operative and 
semi-State umts of production and enterprises are 
subject to this tax 

In the pnvate sector importance attaches to the 
industrial tax, which imposes a tax at a fixed rate on 
small traders and on the turnover of other small 
enteipnses, and to the income tax Since 1931 there 
has been a special levy for financing cultural develop- 
ment and building schemes It has to be paid by the 
urban as well as the rural population In every case, 
class view-points constitute a decisive factor m fixing 
the rates determming which categones shall enjoy 
favoured treatment, and settliog the question as to which 
category the taxpayer is to be assigned The, worker 
in the co-operative organisations is invariably called 
upon to pay less than the unorganised worker, just as 
earnings from socialised sources are assessed at a lower 
rate than those from non-soaalised sources The 
artisan who works entirely on his own is much more 
leniently treated than the artisan who employs hired 
labour , in every case, the worker, the craft worker and 
thehome industiy worker are better o2 than the house- 
owner or the micfdleman 

This differential treatment can be observed most 
dearly where one and the same tax holds good for 
both the soaahsed and the pnvate sectors Take, 
for instance, the single agncuUural tax Whilst the 
socialised concerns are approached very cautiously, 
the private enterprises have to put up with every 
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sort ot interference Hie tix is therefore «rj' s<\ett 
on the iniJcpcndcnt peasants each ktiiak is asscstd 
inilmduail) , winch puts him at the mercy of the siiljge 
Sowet ifis fate lies in the Iiancls of the poorest 
peasants in tlie village and the holclioscn art able, b)’ 
the sj'sicni of self-taxation, to force him into making 
more and more sacrifices 

The world economic crisis has plaj-cd havoc mth 
the hnanccs of the capitalist countries, Eseiywhere 
curtailment of budgetaiy expenditure and a senous 
falling off in national revenue, budgetaiy defials and 
endangered credit None of these s>7nplom3 has made 
Its presence felt tn tlie fmanaal economy of tfie U 5 S R, 
And jet this great conglomeration ot socnlist repuhhes 
IS face to face with a fmanaal crisis, too It Is a cnsis 
of growth In aif its plans, and cspcaaJfj’ in its 
finanaaf and budgetaiy plans, if strives to reach out 
to the utmost limits of its capaaty. Everj budget 
represents effort stretched to the breaking point and 
consequently there is allraj’s the danger ot collapse 
at the weakest spots This factor, that a slight hitch 
might throw the entire machincrj' out of gear, is a 
weighty matter The budget is just a part ot the entire 
economic planni ng All economic planning neccssilatts 
fmanaal planning Failure to adiicvc the desired 
results at any one point in the Held of planned finance 
w ould have immediate and coticsponding repercussions 
in the field ot planned economics and, in the end, 
endanger the whole achievement Indicative of this 
crisis in the growth of soaabsed soacly is the tact that 
fast year's budget estunates were not reafised acconfing 
to plan • thus, the transport industry fell short of 
expwtations to the extent of 700 mdhon roubles, 
mdustnal production bj 250 million roubles (though 
mainly as a result of the alterations made m the 
stipulations regarding iSie amounts to be deducted fioro 
the profits and paid into the Stale cotters), the reserve 
fund ot onfrand-a-hall bilhon roubles that was to be 
set aside in 1931 could not be nused, and so forth To 



be sure, these losses were more than compensated by 
increased revenues in othw directions, but tiiese, again, 
were swallowed up by increased budgetary demands 
ansmg mainly out of additional investments m in- 
dustrial undertakings The programme of capital 
accumulation within the socialised economic sector 
could not be earned out, the planned quantity and 
quahty of production were not achieved, nor was there 
a lowenng of production costs to the extent predicted 
Consequently, the State had to fill up the holes by 
resorting to monetary emission contraiy to its best 
intentions The centralisation of economy and finance, 
however, gives the State the chance of warding off the 
danger of a breakdown wherever signs of disorganisation 
show themselves As a means for the attainment of 
that ultimate objective towards which Soviet Russia is 
stnving, its financial system has proved its effectiveness 
in every way and, despite certain defects, it is capable of 
achieving big things 
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TRANSPORTATION IN THE SOVIET UNION 
By Dr H Sailer 
{D irector of Ibc German State Railw aj's) 

Geographical conditions m the Soviet Union are, on 
the whole, not favourable to the development of trans 
portation The long stretdi of Arche seacoast from 
Murmansk to Cape Deshnefa is almost completely 
barred to shipping In the east, the perilous Pacific 
seacoast practically confines shipping to the port of 
Vladivostok The Baltic Sea m the vicinity of Lenin- 
grad IS icebound three to four montlis in the year 
fhe f^pian Sea is an inland sea Thus, the only 
maritime frontier really favourable to shipping is the 
Black Sea 

Then, again, while most of the rivers run northward 
to the icebound Arctic Ocean, Russia s most important 
river, the Volga flows southward, but it discharges 
its waters into the Caspian Sra, which is encircled by 
Russian temtory and % a small part of Persia The 
importance of the Volga as an inland watenvay is 
diminished by the fact that the general flow of com- 
modities, such as gram, oil, salt, fish, etc , is up stream 
On the other hand, the land formation throughout 
the Union is favourable to the carrying out of water- 
way projects (Volga-Don, Baltic Sea-White Sea, 
Baltic Sea-Black Sea Mamtch, etc ) But this advan- 
tage IS somewhat edij^ed by the drawbacks of a con- 
tinental climate Those vait expanses of flat country 
that form such a characteristic feature of the Russian 
197 
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metres of stone-surfaced road represent only about one 
per cent of the total mileage. 

It is therefore quite apparent that the railroad is 
best suited to become the principal means of trans- 
portation in Russia. The ^^luable deposits of mineral 
resources, such as coal, ore and petroleum, are not 
conveniently located for transport to the seaports. 
The distance separating the coal mines from the 


Basm from the mam industrial zone of Moscow is 


amounts to nearly 10,000 kilometres, and the prmcipai 
grain growing region of West Siberia lies about half- 
way, the haul in each direction being 4,500 and 5,000 
kilometres Owing to the bacbvard state of industry 
■ <1 . j xt.x '^’Stances, the 

.. railroads IS 
. nany. One 
. mg Russian 

railroads are far from being utilised to their full 
capacity. 

Russia was formerly one of the most hackward 
countries in railroad transportation. The world war 
and, above all, the civil war, played tremendous havoc 
with the Russian transport system. The winter of 
1919-20, with its snowdrifts, Portage of locomotives 
and lack of fuel, saw conditions reach the lowest 
point. The total length of imcs in operation had 
fallen from 63,749 kilometres in 1913 ^ome sources 
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put the figure at 58000) to only 29156 kilometres 
Such wds the state of disorganisation that m the 
food stuff depots of Moscow and Leningrad there vere 
times ^\hen not a single truckload of grain was to be 
had 

Russian transport policy m the period immediately 
following the civil war was pnmaiily directed towards 
the restoration of equroment As far as the railroads 
are concerned this task was accomplished pnor to the 
mauguration in 1928 of the first Five-Year Plan 
The railroad traffic in this year exceeded that of the 
year 1913 In the year 1927-28 the amount of goods 
transported by rail totalled 150 6 million tons, while 
38 6 milhon tons of cargo nere earned on the inland 
waterways In the same year the seaports handled 
a total of 24 2 million tons of cargo The correspond- 
ing figures for the year 1913 were 132 4 milhon tons, 
48 2 million tons and 36 9 million tons respectively, 
showing that only in the case of the railroads had the 
pre var figures been exceeded 

As all means of transport m the Soviet Union are in 
the hands of the State, there is an entire ab':ence of 
competition between railroads and motor and 
watenvay transport It is the claim of the Soviets 
that planned economy under communist direction is 
able to set up a closer connection between transport- 
ation and the entire economic life of the country than 
IS possible under the capitalist system How far this 
advantage is counteract^ by the prevalence of bureau- 
cracy, ^ lack of individual interest foUowng the 
ehmmation of every incentive to progress remains to 
be seen At the present moment, everything is m 
process of becoming There is no denying the fact 
that what has been attained so far is the result of the 
application of violence and terrorism, methods that 
arc inconceivable concomitants of a permanent state 
of affairs Naturally, then, it is not easy to say what 
features will ultimatdy survive 

In its mam aspects, transportation in the Soviet Union 
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are two outstanding hues of communication Donbass- 
Moscow-Leningrad (supplying the industrial regions 
with coal) and the trade routes carrying the flow of 
commodities and minerals from Siberia Other general 
trade routes that have grown considerably m im- 
portance include the connections Donbass-Western 
Ukrame Caucasus-Central Russia, Volga-Southern 
Ukraine the route linkup up Middle Asia with Si^ia 
and Central Russia, and the North-South connections 
in the Urals 

Like everything else, transportation in the Soviet 
Union has been brought withm the compass of the 
Five-Year Plan 

Quite apart front the advantages generally ascribed 
to the communistic system, the projected reorganisa- 
tion of transport has to take into account the peculiar 
qualities of the land formation throughout the tJ S S R 
This is a factor of decisive importance the natural 


state of avihsation, where conditions are less easily 
altered and the population less wifling to show a like 
capacity for patience and long-suffering. To be sure, 
these natural resources and possibilities cannot be 
considered real assets until the road to their actual 
utilisation IS opened up by transportation Hence 
the great importance given to transportation m the 
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Five-Year Plans as a means of developing the natural 
resources, an importance that was at first under- 
estimated It IS now fully reahsed that the desired 
increase in production and exchange of goods to he 
brought about by the linking up of new zones, with 
due regard to the exigencies of national defence, will 
put a great strain on the transport system, especially 
on the railroads 

Pnmanly intent on putting all the means at ibeir 
disposal in the service of then- political aspiration, the 
So\net rulers know that ultimate success depends upon 
how far they can carry out the industrialisation of the 
countr}’ and the socialisation of the peasantry WhaX 
more natural then than that transport sliould be re- 
garded by them as a means to an end ’ Yet, although 
tlie estimates set dmvn in the first Five Year Plan ivere 
by no means modest, they show a failure to grasp tie 
importance of transportation and the exient of its 
bacb^ardness 

That 15 whv, m Soviet parlance, transportation has 
become a ' tight place This means that all the 
ruthless energy and harshness associated with Soviet 
management will be concentrated on taking thorough- 
gomg, radical measures to remedy this state of afiairs 
Proof of this IS an ordmance issued about a year ago, 
brusquely demandrag, under threat of severe punish- 
ment, the return to the transport service of all workers 
employed in this branch of industry intlun the last 
five years In this way it is at least hoped to solve 
the question of getting suffiaent labour Moreover, 
the Commissariat for Transport, formerly responsible 
for all branches of transport, has now been divided 
mto two sections, one of whiii iviil devote itself solely 
to waterway transport This will simphfy matters 
and allow of greater concentration upon the task m 
hand Further endeavours to speed the work will be 
made by exerting pressure on those other commis- 
sanats upon which depends the construction of plant 
An appeal has even been made to Russian authors 

H2 
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(Gorki IS one of the names mentioned), calling upon 
them to put them talents m the^service of this cause 


sunnonntcd and that tn the second Sve-year period 
it will be possible to use transportation as a powerful 
lever m socialist integration The achievement aimed 
at by the railroads & designed to mcrease annually, 


transportation will be able to bear up under this 
gigantic strain 

Needless to say, the equipment of the Russian rail 
roads is m parts, still very defective To a large 
extent, these deficiencies have been inherited from the 
old system The OKration of the lines is, m the first 
place, very much what one might expect m a system 
set up with pirated equipment Down to the present 


reconstructing stations, junctions, bridges, hnildnigs, 
etc , IS very much bebmd schedule The general state 
of the track structure can more or less be compared 
to what It was in Germany thirty to forty years ago 
While in Germany, in 19M, the lutes carrying heavy 
traffic were equipped with rads of 45 kg /m between 
33 and 40 kg/m waght-length, and lower, in the 
proportion of about one-third to each of these three 
categories, m Russia 53 3 per cent of the rads are 
335 kg/m in weight-len^, and 30 per cent of 
lesser weight-length, despite the fact that the broader 
gauge (r 524 metres as against 1 435 metres) and the 
higher mowning of the road-bed of the Russian lines 
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postulate heavier loads. In 1929-30, 49 per cent of 
all the plank crossings and, in 1931, 10,000 kilometres 
of rails were still awaiting removal to the scrap-heap. 
At the inauguration of the Five-Year Plan practically 
half of all the wood sleepers bad not been treated ivith 
a presen^ativc and con^nently their durability was 
reduced to a minimum. From 1929-30 onwards, it 
was decided to use only sleepers that had been treated 
vdih. a preservative, but even over this period a further 
7 million untreated sleepers were laid doivn. In 1931, 
sleepers untreated by chemical preservatives totalled 
60 million. Moreover, the space between the sleepers 
is greater tlian in other countries : only 1,440 sleepers 
to the kilometre as against 1,600 in Germany and 2,000 
in the United States. Practically all the sleepers on 
the Russian railroads are bedded in sand and are, for 
the most part, of poor quality, whereas in Western 
Europe the invariable practice is to construct tlie 
road-bed of rubble stone or gravel, The cost of run- 
ning the railroads in Russia is tremendous and not on 
a profitable basis. The number of accidents that 
occur is enormous. The number has been increasing 
in an appalling fashion. In the year 1929-30 it was 
about weven times the corresponding figure for the 
German railroads. Reckoned on the mileage covered 
it would work out at about eighteen times, and for 
serious accidents about seven times the German figure. 
The number of persons killed and injured, reckoned on 
the mileage covered, is given in the international rail- 
road statistics for 1929 as being '/I times as great as on 
the German railro^s. A disquieting fact is that the 
big political suppress mvs of tbe big 

accidents;'” In most cases, one gets to learn the trutli 
as a result of the subsequent legal proceedings which 
generally take place almost immediately aftenvards. 
A recent instance of tWs was the big railway accident 
at Kossino near Moscow, where three trains were in- 
volved in a collision resulting in 68 persons being killed 
and 128 injured, The safety equipment is still rather 
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primitive. For the most part, the freight trains do cot 
move to any fixed schedule 
One big difficulty that has to be faced is the lack of 
budding matenal and the poor quality of the available 
material and plant This makes itself felt not onlj ui 
the upkeep and mamtenance of the lines, but in 
extension work and the construction of new hnes The 
materials needed are not fully supplied The quality 

j _ j — II 


rad breakages occurred daily auLisiics lui jj 
reveal that 57 derailments were attributable to ril 
breakages, as against 3 in the German railroad statistics 
The average mileage of a wheel flange shows a decline 
from 35 000 to 40,000 kdometies in pre-war years to 
24 000 kilometres in some cases to between 8,000 and 
12,000 kilometres The locomotives are in such poor 
condition that the supply is not equal to the demand 
mth the result that it often happens that trains are left 
stranded on the open trackway Efforts have been 
made to reorgamse the locomotive service by the adop- 
tion of foreign methods, especially Japanese methods. 
The medium locomotive haul and the medium freight- 
car load do not in ' '• **** 

other countnes, an 
of requirements 
round iraprovemen 

must he ^aded very low m a comparison wiiii me lau- 
roads of the rest of the world The frankness with 
which this deficiency is admitted and even exaggerated 
m order to spur on the masses to ledouble their 
endeavours, is some assurance that senous eSorts are 
bemg made to put an end to this state of affairs 
The outstanding task of the two Five-Year Flans is, 
first of all, to bnng about a transition to the heavier 
type_ of locomotive and freight car, espeaally in 
strefiJies of line where water supply is lackmg But 
owing to lack of means and of building matenal. 
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precious liUle is king done to strcugtlien llie track 
structure ns n nece snrj prclinwnnr) Tiic nutomatic 
brake s\ stem is to replace tlie lnnd-oi>ernted brakes in 
p nrticnll} nil the freight cats 

liismtcndcd to ha\e tins nil earned out bj the end 
of the second Fn e \ ear Plan (1937) Flic automatic 
block svstem is to be inlrodnced llic rolling slock is 
to ht. increased and gi\ cn greater spcciahs ilion of func 
tion llic so-calli,d mar«lnllmp of the long-distance 
freiglit (rams uall accclcraic tlie Inndlmg of goods and 
expedite tlieir dclaerv Mcrhanical appliances arc to 
be introduced for loading and unloading the goods and 
for tile construction and mainlcnanct of the lines The 
(rid structure is to lie renosaUd stations and )unc 
tions ar< to be built and there is to be a 'speeding up of 
tl e freight (rams (iiithcrto the aacrage acloat) is gi\ en 
as 13 to 14 1 ilomctrcs ns against 20 1 ilomeircs in 
Oennan)) 

'ipparfntinaDthe'cimdertaJjngs but particuhrlj m 
the n«c of (rau'^port Uton is the desire f 0 become indc 
pendent of foreign assist mcc and ulicrcacr possible to 
makciisccif Russnnmxcntions I ikcc\cr> othcrhmnan 
actiaatj in the Sonet Union the whole 1 eld of imcn 
tion has been gjaen a political colouring Above all 
cfiorls arc king m idc to ensure that as far as hunianl) 
posMidc cverv ncwimciUionshallongmatcwathlhcpro 
Ictanat tlicordmary worker andtoinducctliccngmccrs 
to contribute their spca'Ui'cd knowledge towards this 
end in a disinterested sort of avaj Tint an> indiv idual 
dioiild aspire to invent or discover things on his own 
and forhisowai'akeisamatterwhich at bottom like 
ever} other form of private imliatnc runs counter to 
the s}slcni Invention has therefore to occur collcc 
tivdy i urtfiermorc anj expectation of a reward is 
mcrcl} regarded as a form of tint indnidualistic out- 
look so thoroughly condemned by the conimiimst way 
oftbmlving Inanjease tiicwholcsphcrcofinventivc 
actnaty is kept alive bj an intense political propa 
ganda The Association of Inventors an association 
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furthered by the State, has a membership of 400,000 
and the number of inventions submitted through this 
body 15 enormous Apparently, a decision to turn 
down an invention sent m by a worker is not wthout 
its dang’ers Eighteen inventions from one hundred 
workers in the course of one year is not uncommon 
But whether this union of pohtics and invention has 
been productive of good results, it is extremely diificult 
for a foreign onlooker to say 
It IS intended to divide the railroads into categories 
gradmg them m accordance wth their capabilities to 
deal mih the flow of freight traffic, their degree of 
technical equipment and their profitableness There 

«n11 -r.v vn 


future Both these routes are destined to become 
mam trunk Imes They are the Imes connecting Siberia 
and the Donetz Coal msm with the industrial zones of 
Moscow and Leningrad In the first case, the line 
serves the double purpose of opening up Siberia and 
uniting the vast Kuznetsk Coal Basm with the ore de- 
posits m the Urals to form an economic unit whose 
importance would be felt beyond the Soviet frontiers. 
Latterly however, more so^r counsels have effected 
a modification of these spectacular features of the 
Five Year Plan One is now inclined to regard the 
project of this main trunk line as premature economic- 
ally and technically too far in advance of easting 
Russian conditions Obviously, this is quite true. 
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of constnicUng a main Iniuk line, cfiorts \mII lienee 
forth be largely concentrated on developing the rolling 
stock 

Rclatn dy , \ cr} httic has been achicv ed so far m the 
^\ork of extending the Russian network of railroads 
On October 1st, 192S, the total route mileage of st indard 
gauge lines m opcalion was 77,000 kilometres (as 
against .^20,000 kilomcirca m U S A and 5^1,000 kilo- 
metres m Germany) The Fivc-licar Thus ha\e hid 
doi\n gig.uitic projects of new railroad construction 
With tlie object of opening up entirely new rones, supph - 
mg mdiisln and agnculturc with the raw mitcniK 
avaihble in* large natural deposits and, on the othci 
hand, of rchcamg the traffic on Xtanoiis lines It was 
intended to begin, m the course of tiic first five year 
penod, on tnc construction of 23.650 kilometres of rail- 
load and to have 18.000 kilometres jmt m operation 
Lack of skilled management and per-y^nnel aim w ant ol 
material appear to have accounted m tlic first plaec for 
the restrictions, but it is difficult to find out to what 
extent the plans liad to be discarded The figures arc 
constantlv changing Tlic following arc probably tin 
latest to be issued Reckoned on a yctarly basis, it 
V ould work out at about 3,500 kilometres A growth 
in railro'id construction comparable to tins can be 
shown only by tlic United States, wlierc the average 
annual increase from 1829 to J923 was 4,850 kilo- 
metres Russian lines of standard gauge m operation 
increased from 58.500 kilometres m 1913 to 81,000 
kilometres by the end of 1931, and the planned addition 
of 25,000 to 30,000 Kilometres lietwccn now and 1937 
will bring tlic total to ii6,ooo kilometres or twice the 
prewar route miftagc 

Of the new railroad construction undertaken in 
accordance willi the first T ivc*Year Plan, but apparently 
not Gamed out in its entirely, 48 per cent may be 
specified as consolidation and improvement of existing 
connections, and 52 per cent as local connections, 
freight dehvery lines, etc They may be classified m 
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the {ollo\vmg groups lines operating to serve purposes 
of agnculture, timher trade, colonisation (the out- 
standing example of this heuig the Turksib), freight 
lines linking up with coal producing areas (Donbass, 
Ur^), and relief and by pass Imes Quite apart from 
the difficulties mentioned above, there are reasons why 
the work on the new constructions will not be taken in 
hand on a big scale until after the conclusion of the fct 
five-year penod From an economic view-point, the 

nf t, rvn tliA ^ T»m|« V maw 


which IS to a great extent a product of its anxious 
stnving after self preservation), this standpomt is for- 
saken, and the interpretation ^t on it, as on so much 
else in this land of the class-struggle, is now that of 
conscious sabotage In this matter of retrenchment a 
part is played by the question as to the general outlook 
of the personnel engaged in the transport industry 
It is a question that Im political bearings That the 
younger workers have been tramed to pay more regard 
to politics has apparently had detrimental effects from 
the very beginning The older workers of the in 
telligent type have been suppressed and lessened in 
number But they are being made use of Latterly, 
even the " specialists " have been put on a parity ivith 
the workers, at least as regards their legal position, food 
rations and so forth 

Of the railroad constructions completed up to the 
present, cbef importance attaches to the Turkestan- 
Sibenan Railroad opened on January ist, 1930 De 
signed to convey gram from Siberia to hliddle Asia 
its ultimate purpose is to expedite the development of 
the cotton growing industry m Middle Asia The rail- 
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road apparently has political significance as well, 
especially in view of the urge to spread the communist 
system throughout Asia 

It IS a matter of common knowledge that Lemn was 
one of the first to indicate the important effect that 
tlie electrification of transportation m the Soviet Union 
would have on mdustry and agriculture “ Only when 
the electrification has been carnal out on a national 
scale, when industry, agnculture and transportation 
have been put on the technical basis of modern big- 
scale production, shall we be able to win through to 
ultimate success'* In this system of a national 
economics of energy production linked up m all its 
branches, transportation is given an important place 
It was ejected that as a re^t of the setting up of the 
socialist system, mass goods in large quantities would 
be conveyed over short distances while long-distance 
transport would be practically monopolised by passenger 
traffic and valuable goods In the realm of transport* 
abon, both these cventualibes point to the neei on 
the one hand, for electrification of ways and means, and, 
on the other hand, for automobile and water trans 
port As this, m its turn, means the construction of 
new plant and equipment, the Soviet leaders were not 
faced mth the problem of domg away with the already 
exisbng equipment, which represents huge capital m 
vestments It was calculated that by electnfymg 
transportation large quantities of fuel would be made 
available for other impratant purposes and that much 
saving could be effected m the construction of new 
equipment, in the improvement of existmg lines, and 
m labour costs 

Up to now, the electnficabon of the Russian rail 
roads is far from being up to schedule, in fact it has 
been confined to a stretch of about 100 lolometres, a 
Moscow suburban Imc, and the Suram Mountain Pass 
Rmlroad m the Caucasus now neanng completion 
The state of Russian industry isnot sufficiently advanced 
to enable the electrification of transport to be earned 
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out. It IS intended to tackle the problem in real 
earnest during the current year of 1932 The second 
Five-Year Han provides for the electnfication of a 
number of important lines in Siberia, the Ural-Kuznetsk 
network, the Donbass and the Caucasian lines, as well 
as the Imes linking up the mdustnal centres with the 
chief producing areas, also a number of suburban con 
nections Mentioned in the second Five-Year Han is 
a total of about 25,000 kdometres Thus, by the year 
1937 the length of electnfied railroad would be about 
20 to 23 per cent of the total network, or from 40 to 
45 per cent of the total freight lines On the other 


particularly with regard to water power The gigantic 
Angara project m Siberia, for instance, holds out the 
expectation of electricity at 27 kopeks per hlotvatt 
At the end of 1931 the total productivity of the power 
stations in the Soviet Umon did not exceed 100,000 
kilowatts It IS planned to increase it by 1937 to 
between 5 6 and 6 3 imlhon 
According to the most recent statistics available the 
total length of broad gauge and narrow-gauge hues m 
operation throughout the Soviet Umon on Clctoher rst. 


they are than elsewhere 

Yet, although the road-bed structure is very weak 
and overloaded, because of the constant increase of 
traffic, it IS now intended to add still further to the 
wheel load, bnngmg it up to 23 tons The freight 
movement m the year 1928-29 exceeded that of the 
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pre-war year of 1913 by 32 per cent , the passenger 
traffic by 80 5 per cent But whether these starthng 
statistical figures can be taken as an absolute sign of 
Soviet industrial prosperity remains questionable For 
one thing, the enormous mcrease in the passenger traffic 
might be analogous to the unrest created in a disturbed 
ant-hill or be put down to the general destitution that 
makes the populace restless, giving nse to phenomena 
such as the desire of the wor&rs constantly to change 
tlieir place of occupation The considerable mcrease 
in the flow of traffic is in excess of the growth of the 
mdustr^l and agncultural productivity 

In the Soviet Union the average transport distance 
IS 585 kilometres, which is m marked contrast to the 
152 kilometres for Germany It serves to emphasise 
the part played by long distance transport in Russia 
In handlmg-time at the freight terminals and in the 
profitable running of them cars the Russians claim to 
be surpassed only by Germany and Japan In the 
density of the traffic and m the utilisation of the means 
of transport (1,738 million ton talometres to the kilo 
metre m the year 1930) they claim first place, having 
now overtaken the Umted States {1,608 milhon) 
On what basis these calculations are made and whether 
the figures are trustworthy, it is hard to say In any 
case, they serve to show that conditions on the Russian 
railroads are very near breaking point and that immedi 
ate steps must be taken to extend and improve the 
whole nehvork 

The operatmg ratio, that is, the ratio showing hon 
much of the talangs have been debited to the expense 
account, m the years 1924-25 to 1927-28 was 85, 87, 
85 and 79 In the year 1928-^59 it even dropped to 
70 On the face of it, a very favourable state of affairs 
The operatmg ratio of the German railroads was 83 for 
the year 1928 and 84 for 1929 But here a comparison 
IS misleadmg In fact, no companson is possible 
Public opinion in Germany would not tolerate an over- 
crowding of trams such as occurs on the Russian lines 
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(particularly on the suburban lines], such poor con- 
nections or such an appallh^ number oi accidents. 
Despite the favourable operating ratios, there is no 
intention of lowerii^ the tariff rates, apparently b 
view of the enormous appropriations demanded by 
the Five-Year Plans 

In the operation of the iJulroads a mimber of organ- 
isatorial and technical improvements has been intro- 
duced. The position is particularly good in the Soviet 
Union with regard to the utilisation of the rolling 


uiiti set ui eiupiuyees aiiuiuei. me uLuuauuii 
of the hauling power of the locomotives is limited m 
the Soinet Union by the low-grade haul and buffer 
equipment of the rolling stock and the lack of auto- 
matic braking. Despite this, however, the Rusaan 
rmlroads are able to show quite good figures 
The possibility inherent in the comimmist system, 
although at present only a theoretical possibility, of 
regulating the freight traffic so that its flow is taken 
by all branches of transportation in accordance with a 
yearly schedule, opens up good prospects. Whilst, 


economy as applied to transportation ("plan-pere- 
voska "j they will be able to predict the future develop- 
ment 01 transport in all its details. The plan figures 
out the volume of freight traffic not only for each year 
but even for each month As all private interests nave 
been eliminated, on the theoretical side, it is qmte 
conceivable that the moving of freight by rail, steamer 
and other means, can be predetermined by planned 
economy. For the setting up of such plans, it would 
be necessary to have as basis for calculation the figures 
supplied by transport companies, by those who consign 
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the goods and by those who leceive them In order to be 
independent of factors ansmg out of the course of 
natural occurrences and therefore unforeseen, special 
measures ivill be taken For instance, it is intended to 
store the grain produced m one area m large ware 
houses or silos and to transport it in a regulated flow 
m accordance with a pre-calculated demand Wasteful 
competition between the various forms of transporta' 
tion, between railroad and automobile, for instance, is 
done away wth because the State controls everything 
Thus in strong contrast with the capitalist system with 
its planless production and distnbuhon, is this picture 
of a communist State, m wluch all the pnnapal func- 
tions are planned, if not m all them details, at least to 
a very high degree One of the upshots of this is that 
transport costs can be reduced and the whole stock of 
conveyances be utilised on an economical basis m stnet 
conformity with the needs But so far the Soviet 
leaders seem to be finding out that it is a long road 
that leads from these fine thcones to their practical 
realisation 

Whereas the medium freight haul m 1913 amounted 
to 490 kilometres after the ivar, and foUomg upon 
the readjustment of the flow of traffic from a West- 
East direction to a more North-South direction, the 
figure showed an increase in the year 1927-28 to 585 
kilometres The total volume of traffic durmg the 
same period mcreased from 66 to 883 billion ton- 
kilometres This freight haul surpasses that of any 
other country In the case of the lor^ distance traffic, 
as it IS mainly a question of so called weight-losmg 
raw materials (coai lumber, oil, com) which do not 
go to the making of high pneed ready made goods for 
further conveyance, tins increase of the freight haul 
mus’c be considered aiador taiSavourdb^b to a Tiadmuci 
budget It points to a ^stem of transport that is 
economically unsound from a national view-point and 
that would require buttressmg by differential tariffs 
It thereby adds to the number of empties and the Io §5 
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of goods Efforts are being made to adopt measures 
with the object of reducing this high freight hanf. 

' • 1*1 I 1 _ * 


Here, too, in judging these matters, one has to take 
into account a further advantage arising out of the 
coramurast system, afthough so far it is onfy a theo- 
retical advantage from the view-pomt of national 
economy. It is that htUe or no attention is paid to 
the more restncted viciv points of the various depart- 
ments of the transport mdustry Even the determm- 
mg of the rates and tanffs has to come into line with 
the progress towards co-ordination and the develop- 
ment of State planning, whose ultimate goal is to 
satisfy the needs of the whole nation \Vhereas m 
other countnes the freight rates are invariably built 
up on the value and transportability of the goods, 
what they are doing in the Soviet Union is, by starting 
from Marxian principles, carefully to introduce tann 
rates based on pnme costs wtoch will then tend to 
counteract the evil of the long haul This procedure 
is designed to further the task of allocating the m- 
dustnes to such gecgraphical sites as ivm render 
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IS to increase me speuiit paii piayea m 
by the mtenvays and by automobile transport 
The methods adoptw by the Commissanat for 
Transport ^dnst the vanous bodies are extraordin 
aniy severe judged by our oivn standards, but appar- 
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ently the)' are directed mainly against the admmistra 
tive organs Cases of accident, traffic congestion and 
chronic disregard of the time schedule are dealt with m a 
draconic fashion Acadents that have attracted public 
attention are used to serve as examples of mismanage 
ment and to goad the employees mto malang bigger 
efforts No word dare be said as to how far these 
mishaps are due to deficienaes in the equipment or 
are mherent m the system Accounts published in 
explanation of the causes of the accidents are not m 
frequently tendentious For instance, when it is a 
question of stimng up enthusiasm for mdustnal effort, 
one leams that 30 per cent of all accidents are traceable 
to the nature of the building materials and of the work 
accomplished, while on another occasion one reads that 
70 per cent are due to carelessneK on the part of the 
employees Contradictions of this sort apparently have 
to do with the so*calied self cntiasm which aims at 
an all round increase in efficiency Dismissal of execu- 
tives (mvanably Party members), infliction of severe 
pumshment on defaulters etc are by no means of 
rare occmrence On the other hand, as the administra- 
tive bodies have no authonty to take disciplinary 
measures mthout the sanction of the Edinomzhaly 
and as the self-disciplroe of the workers has apparently 
been poor from the very beginning, the position of all 
those offiaals who occupy outlying posts is conse 
quently bnstling with difficulties and finds its expres- 
sion m a geneim fear of assuimng responsibility and 
imtiative and m a general flight from these outlymg posts 
into mtemal administrative service Matters have been 
made still worse by the setting up of the Chefzivo 
(works inspection service) and the Chistka (cleansmg 
service}, whose tnbunals composed for the most part 
of ordinary workers judge eadi mdividual case purely 
on Its pobtical ments and are given pmver to dismiss 
from service and even to disenfranchise those whom 
they fffid guilty Furthermore, the service is hampered 
by those mstitutions brought mto being by the Zamo 
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Up to now, the dass straggle makes its presence felt, 
and it IS hard to say what conditions anil endure after 
this penod of transition 

The waterways m the Soviet Union are still in a veiy 
retroCTUde condition The number of vessels lying 
idle, beyond repair or antiquated, is very large Dredg 


the nver and canal engineenng works are showuig signs 
of neglect In the year 1929 the volume of waterway 
transport was 41 5 per cent of the railroad transport 
as arainst 6t 3 per cent m the year 1913 The share 
of the inland snipping m tlic total volume of freight 
traffic amounted rn raid to 36 2 per cent, m 1930 to 
21 per cent The Volga transport m 1930 was barely 
60 per cent of the pre-war figure and the steamship 
traffic on the Dnieper only 40 per cent In actual 
fact durmg the last two or three years the uiland 
shippmg traffic has shown a big increase from 20 
million tons in 1929 to 51 nulhon m 1930 Official 
statistics for 1922 put the total length of walenrays 


should be 106 000 kilometres) In the United States 
only 77,000 hlometres are fully navigable The total 
number of steamships and motorships amounted m 
1931 to only 48 6 per cent and the vessels without 
autoraobve power to oiiy 33 6 per cent of the pre- 
war figure Loading opmtions are earned out with 
mediaracal equipment only as an exception to the 
general rule, not more than 7 per cent in 1930 The 
composition of the goods sent by water has changed 
since the pre-war years For instance m 1928 gram 
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transports represented only 20 5 per cent of the pre war 
figure 

The most important waterways projected in the first 
Five Year Plan were The Latzha-Kuben connection, 
the Beresma system, the Kama-Petchora and the 
Volga-Con can^ But they have not all been earned 
out, at least, not m file case of the Beresma system 
and the Volga-Don canal Planned to be earned out 
in 1932 are the connection between Petchora and Indiga 
and the linking up of Moscow with the upper reaches 
of the Volga by altcnng the course of its upper reaches, 
thus bnngmg file capitdin connection ivith the pnncipal 
waterways of the country In the second five year 
penod a number of nvers are to be canalised including 
the Volgafrom Tver (Kalinin)toNisbm Novgorod The 
long-expected start on the construction of the Volga- 
Con canal is to be made m 1935 

In contrast with the railways, waterway transport 
shows a substantial dunmution in haul from 772 imo- 
metres m the year 1913 to 576 kilometres in 1928 
This IS attributed to the fact that the waterways are 
not utilised to the extent they might be In the river 
and coast-wise shipping, which, unlike the railroads, 
has not become a monopoly of the State, pnvate 
property interests conbnue to assert themsdves despite 
persistent insistence on party pohtical pnnciples This 
happens to such an extent that, o\ving to the inability 
of the State-controlled and co operative bodies to adapt 
themselves to existing conditions, pnvate enterpnse is 
able to make headway at the expense of the State 
managed industry Frequent cl^ges in personnel 
(an outstanding characteristic of fiie Soviet system, by 
the way) are said to be particulariy prevalent m inland 
shipping Cases are not rare m which the whofe body 
of employees has been changed four times within one 
shipping penod 

Restoration work in the ports has not yet reached 
completion The Russian mercantile fleet in 1914 bad 
attained a total tonnage of 714,000 tons, whereas the 
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ocean-going ships flying the Soviet flag amounted in 
1928 to a total tonnage of only about 300,000 tons 
that is, only 40 per cent of the pre-war figure. Harbour 
depths now conform again in every instance to what 

■ " * . ' il 1 . 1 , t 


antiauated. 


supply of the Kertcher Peninsula. Apart from this 
glut of new plans, cropping ap again is the old scheme 
for a reorgamsation ana extension of the Manen Canal 
System, on which it is intended to resume work in 
1932 - 

Prior to the inauguration of the Five-Year Plan 
nothing had been done to restore the country roads, 
hght railways and other means of cross^ountiy trans- 
port. The total length of the rdads is roughly three 
million kilometres, of which i,25ij),ooo kilometres are 
in European Russia. The total imad-bome trafiic is 
reckoned to be about four times that of the railroad 
and waterway trafiic, and the costjof moving a ton of 
goods by road to be 25 kopeks per Kilometre as against 
1-4 by tail. For the most part, t!he roads were in a 
bad state and under no sort of smpervision in csarist 
days. In fact., road conditibns constitute one of the 
most backward aspects of Riiyanl economics. Every 
spring and autumn there oorar' the so-called Bis- 
doroshy and the Raspulua, thafe is, the periods when 
the roads are impassable. On^ January :st, 1904, 
in European Russia, there were iw.ooo inhabitants to 
every 2’8 kilometres and 100 sqluare kilometres to 
every o-fi? kilometre of surfaced imadway, (The cor- 
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responding figures for Gennany were 45 and 53) 
Only about 25 000 kilometres had been given a stone 
surfacing Most of the good roads m the pre war 
years had been constructed with a view to military 
operations and were subsequently conceded to Poland 
and other countnes It was intended to make up the 
leeway in road construction durmg the course of the 
n^t five year penod and to get the communes to col- 
laborate in this task The ongmal capital invested m 
the roads is now only about 50 per cent of its value in 
1913 It IS proposw to get the industnal concerns to 
equip themselves for the production of road mamten 
ance machines and to utilise agricultural tractors for 
road building dunng the penod when they cannot be 
put to use on the soil 

Automobile transport in the Soviet Union was still 
in its infancy at the beginning of the first five year 
penod The number of different types of cars to be 
seen on the streets was amazing As everythmg is 
State-controlled, any fonn of competition berfveen 
railroads and automobiles beyond the demands of 
public utility, IS out of the question In the first Five 
Year Plan a subvention of 1,900 million roubles was set 
aside for new motor lomes, automobiles, spare parts 
garages and workshops, and for the employment of 
stalled workers Two big facton^ were turned over 
to automobile production in the course of 1932 the 
big plant in ^sishm-Novgorod (Autogigant) and the 
automobile factory in Yaroslav The former 
already started operations A rapid automobdisation 
of the Soviet Umon is, however, severely hampered by 
the lack of suitable country highways On October 
1st, 192Q, there were eng^^ m automobile transpor- 
tation m the Soviet Umon 17,368 automobiles Accord- 
ing to the control figure (rf the Five-Year Plan, this 
total was to have been increased by 19,350 m the course 
of 1929-30 

The conditions for the development of automobile 
transportation in the Soviet Umon are by no means 
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predicted that the existing network oi air hues ^vdl be 


Air traffic increased very rapidly in subseauent years, 
and m 1928 the network of air lines reacned a total 
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niilljon and is therefore the biggest aeronautical society 
in the world. It has, above aU, succeeded in enlisting 
the communist youth, as well as a large number of 
women. To be sure, very little advance has been 
made in the production of airplanes, especially the 
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lines are operated mainly by tnple-motored planes 01 
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by single motored eight seater planes ot Russian 
construction 

Transport conditions in the Soviet Union are on the 
whole not very gratifying The mere fact that the 
Soviet leaders are indulging in ambitious plans is no 
assurance of a speedy betterment Favourable pre> 
re«iuisites for such a are to be seen in the 

energetic and ngorous measures adopted by the Soviet 
Government, in the propitious land formation through- 
out the U S S R and m the nnpretentiousness of its 
people Political domination of every sphere of 
activity, the harroiving effect of the class struggle and 
other factors constitute, on the other hand, enormous 
hindrances The Soviet Government in its struggle for 
self preservation, is trying to achieve big things It 
may be that it is trying to acbeve too much It will 
need some tune yet before transportation in the Soviet 
Union emerges from its difficulties 
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In no other country in the world is the interrelation 
between internal trade and foreign trade so pronounced 
as in the Soviet Union. The reason for this is to be 
sought in the dual nature of Soviet foreign trade. In 
the first place, the Soviets are eager to sell on the world 
market the goods they are producing in ever greater 
quantities, one might alrac^ say from day to daj/. 
they want to convince the rest of the world that their 
State factories have outstripped the private factories of 
Europe and America, at least as far as quantity of out- 
put is concerned. Secondly, from the procee'dr of this 
export they hope to get sufficient valuta or foreign 
exchange to enable them to purchase abroad'th'egoods 
and machines they so badly need. 

The truth is, the needs of the Soviet Union are tre- 
mendous and perpetually growing. On the other hand, 
the steady rise in the passive side of their trade balance 
is a matter that has been cauang the Soviets a great 
deal of anxiety. It recently led to the adoption of 
measures that from a purely busing point of view are 
hardly justifiable. They imposed upon themselves 
restrictions in the import of those goods they urgently 
need and at the same time went on increasing the 
export of consumption goods and primary products of 
winch there was already a shorta^ on the domestic 
market. 
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communisin> pass on unsavoo^ jobs to someone else. 
The differences noted in mdividmil output in the col- 
lectives for the same remuneration is the best proof 
that the Stalin wage reform is a move in the right 
direction 

But there is not much point in paying higher wages 
unless the State is able to assure those who earn more 
than others an o^p^umtyjto pjnchasejMrrespondingly 
more artides of use Tbs presuppo^s that the fac- 


public is freely able to convert money mto goods at the 
stores. The problem from the point of view of internal 
trade is not bow to fill the purse with chervonetii as a 


therefore now directed towards a more rational organ- 
isation of mtemal trade 

To this end, the Government and the Tarty are 
cautiously setting out on an attempt to effect a re- 
orgamsation of the entire mKhineiy of distribution 
It IS now fully recognised— as shown by'the-way in 
which the matter has become articulate in the Moscow 
press— that bureaucracy ui the Soviet Union has 


that there will have to occur a thoroughgoing altera- 
tion in the methods of handling and distnbutmg con- 
sumption goods in order to put internal' brade on a 
secure basis 

One of the outstanding defects of Soviet bi 


they undertook to see that the Marxian pnncipies as 
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interpreted by the Party shouldbe kept uppermost m the 
mmd of the u orkers and should be the mainspnng of all 
their efforts They had further to see that strict account 
should be kept of the membership and activities of the 
political clubs and that a lively interest should be taken 
m the pohtical discussions arranged by these clubs 
Considenng that these dub meetings took place out of 
regular working hours it is obwous that however 
ardent the display of Party enthusiasm thev really 
amounted to an extension of working hours The fact 
that the shock brigades were sent % the Party into 
rural distncts to goad on the workers did not help to 
make overtime of this land exactly desirable Indeed 
these political encumbrances inasmuch as they repre 
sented something more than voluntary service re 
stneted rather than furthered the production and distn 
bution of goods It is worth noting that no sort of 
industnal or business expeneoce was demanded of these 
Red Directors They were pohbcians who had proved 
themselves good agitators A typical example was 
the assignment to Magnitogorsk of the highest office 
in the press department of the People s Commissariat 
for Foreign Affairs where he was put m charge of 
pohtical education 

The position became so untenable that m the end 
it was decided to do away with the Red Directors and 
to fight bureaucracy by plaang greater insistence on 
the technique of business management Ev ery kmd of 
pohtical activity demands a sort of technique but it 
does not follow that technique stands in need of politics 
It was the recopition of this fact that enabled the 
Soviftts, to beg^. the. work, of renugaiusm^ the machinery 
of distnbution Once begun tiie comb was applied 
TOth relentless energy First of all there was the 
cleansing of those Moscow organs that had exercised 
central control over internal trade Inefficient or 
injurious employees were dismissed from office and 
even expelled from the Party This was followed by 
similar cleansings m the big trusts These measures 
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were not earned out m secret on the contrary they 
were given full publicity The names of the dismissed 
persons many of whom hdd high positions in those 
trusts participating in the distribution of consumption 
goods in the food stuff tobacco textile and cannu^ 
industnes were publi^ed m the newspapers, their 
shortcomings held up to scorn and their harmful 
influence upon the new social order ruthlessly exposed 
The Worhn’ GattUt (Rabochaya Gazetta) the organ 
of the Communist Party in Moscow made a regular 
feature of these exposures 
It was revealed that in a large number of these distn 
bution centres conditions prevailed that threatened 
disaster The despatch of perishable goo^ was 
particularly badly organised Huge quantities of 
potatoes, for example were left unprotected from the 
irost for days at a time before they were re loaded m 
another instance, many million tins of canned food that 
had been consigned to the lumber camps were stacked 
away at one of the distnbution centres and simply 
forgotten The gram-coUeciing orgaiusations of the 
State farms were punished for lalmg to collect 
sufficient quantities of gram According to official 


needs ot the population must be put doivn to defects 
in the orgamsation of the distribution ivdl not be 
investigate here The supposition is that consider 
able quantities slipped out of State control prior to 
distnbution This holding back of gram on the part 
of the producers may be ^efly attnbuled to the fear 
ot hemg, unahlft tn tW own usark It la 
interesting to note that when the planned economc 
figures of production were di^ssed in the Council of 
the People's Commissanes, Submof, acbng as chair 
man, scolded the gram growers for the inferior quality 
of their product In the subsequent negotiations it 
was disclosed that despite the fact that both industrial 
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and agncultural productivity shoved a tendency to 
increase all along the hue producfaon costs had come 
down only to a small extent The discussion on this 
point m the Council of the People s Commissanes has 
made it quite evident that the Soviets will have to 
exert themselves to the full m their endeavour to 
provide the urban and rural workers with a better 
supply of pnmary goods 

Another fact revealed was that the expansion of the 
trusts stood in no sort of relation to the quantities of 
goods that reached the population It deserves to be 
noted that m June July 1931 the chief agricultural 
trusts controlled the foHowmg enormous areas of pro- 
duction collective farms 14 0 million hectares , cattle- 
reanng, 29 million hectares, sheep farming, 15 nulbon 
hectares pig farming, 16 nulhon hectares, dairy 
farms, 2 2 million hectares But it should be pointed 
out that despite tbs increase m production acreage 
there has been a noticeable decrease m the amount of 
products reaching the markets for the purpose of 
satisfymg the immediate needs of the population The 
conclusion to be drawn is that the Soviets will have to 
pay more attention to the task of setting up better 
connections between the producer and the consumer 

It IS easy enough to produce figures to show that in 
the year 1937 the supply of pnnmry articles will be 
twice or three times what it is to day But a mere 
calculation of tbs kind will not suffice to provide the 
population with a standard of living sufficiently high 
to enable it to put froth such efforts The Soviet 
Umon has the bghest birth-rate of all European 
countnes But it has also an exceptionally bgh death- 
rate The pomt is, any prediction as to the possi 
bilities of supplying the popffiation five years hence 
must Ignore some of the most important factors 
Current forecasts into the distant future can never be 
safeguarded agamst unforeseroi eventuahties 

The regular flow of goods from producer to consumer 
takes place m the Soviet Union, as m all civilised 



232 SOVIET ECONOSriCS 

countnes, chiefly by means of the railroad The strain 
put upon the railroads is shovra by the fact that m 1930 
the volume of traffic increased by 38 5 per cent over 
the previous year There was a fmther considerable 
increase in 1931 and 1932 Because of geographical 
conditions the extension of the network of railroads in 
the Soviet Union is coupled wth greater difficulties 
than m other countnes Much has been done to 
impro\e the mam trunk lines, those vast stretches of 
railroad which, m czanst times, were not attended to 
wth sufficient care and which greatly detenorated 
durmg the years of revolution Even in czanst times, 
most through traffic was badly orgamsed, and com- 
plaints of congestion at the junctions were frequent 


intervened and ordered a cleansing m me auviei 
apparatus of transport 

‘ appara* 
n trade, 
) supply 

.1 ^ - j . ^ nnantitipi} ![> mget the 


have realised the necessity for a new type of executive, 
not so much the type who pnde himself on his Party 
membership and is able to give theoretical assurance 
that the general Imes of the planned economy ^vlU be 
conscientiously pursued but the type of practical 
business man It mil soon become apparent whether 
the Party can succeed in findu^ a sufficient contingent 
of this latter type to enable them to tadile this Sisy- 
phean task 

As matters stand, the issue which the Soviets have 
to face in their endeavour to r^gamse internal trade 
IS how to simplify matters Drastic action can alone 
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save the country from the disaster of a complete break- 
down m the supply of tte necessities of life 
What exactly is tiie position? The abolition of 
private trade had the effect of putting internal trade 
on an entirely new basis Whoever purchases goods 
on the open market to day finds himself m illegal 
competition wtli the State monopoly The peasant 
w ho goes to town to peddle his eggs and his butter from 
house to house exposes himself to the odium attachmg 
to speculation no less than the former capitalist who 
tries to sell to passers by the last remnants of his 
household furmshmgs The reason why the Soviet 
authonties do not round up all these petty seUers of 
goods IS doubtless because they realise that the dis- 
appearance of this illicit trade would only aggravate 
the position created by the shortage of goods Thus, 
private trading is not allowed, but it is tolerated 
Meanwhile, action is being taken by the State to 
extend the legal sale of articles of use, and a big-scale 
plan has been elaborated with a view to getting the 
cq-operative soaeties to function as part of the State- 
controlled sales orgamsatiOD Some such scheme, it is 
believed, would enable the Soviets to put themselves 
m closer contact with the buying public This decision 
IS based on a resolution of the 17th Party Conference 
expressing the necessity for an extension of the exchange 
of goods in retail trade by utilising domestic resources, 
that IS, those resources left over after the State has 
taken its allotted share The new selling umts are to 
operate in the towns and in the villages The plan is 
built up on the presupposition that the mdustnalisation 
of agnculture will continue to make headway, and that 
the State farms as well as the collective farms will 
rfrmfy estabfisfi themselVcs It is apparent^' not 
intended to extend the basis of the State controlled 
organisations already m existence, but rather to create 
new selhng units endowed with a thoroughly private 
character The idea seems to be to set up selhng umts 
which will not be officii organs of the State-controlled 
12 
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venture? Undoubtedly, the i^any iids :>uuji, 
ior the general welfare of the population and would on 
purely tomamtanan principles welcome an improved 
sellmg activity in town and milage, but in the main it 
— 1 . on oHomiit to further the 
ntive 
1 the 
n the 

incentive of profit is absent tins is an imutsting 
development in mew of the stock cnticisro which 
sociahsts are in the habit of hurlmg at capitalism, 
namely, that it allows the maintenance of the standard 
of living to be dependent solely upon an egoistical 
exploitation that finds expression in the desire for big 
profits, because it is quite dear that these new selling 
units of the State farms and collective farms will stave 
for the greatest possible returns Moreover, the intro- 
duction of such sellmg methods will have the efiect of 
inducing new members to jom these co^iperative 
enterprises as well as enticing back into their folds 
those members who withdrew because they were dis 
satisfied with the proceeds of their labour Essential 
for the growth of a movement on these fmes would be 
the assurance on the pact of the State that the State 
farms and collectives would be left with sufficient 
quantities of their products to build up a sales organisa- 
tion Socialist discipline conid not in itself achieve 
the desned results because, bang based purely on senti- 
ment, It cannot be converted into a material asset 
.cu It,,! j,y virtue 
ttbcs of goods 

, le selling units 

to the benefit of the huyuig pttbhc 
The collectives engaging in retail trade are to sell at 
pnces fixed by the State In this way it is hoped to 
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avoid profiteering Profit is to be tlie difference 
between wholesale and retail prices Up to no\^ this 
has been claimed by the State Tlie role that is being 
played by the State in this reorganisation of internal 
trade is thus quite apparent it ceases to be entre 
preneur renounces all dauns to act as intennediary 
between producer and wnsumer and merely contents 
itself to guard against any resuscitation of the Neu 
Economic Pohcy The new sales procedure represents 
a departure from that over tight centralisation of 
mtcmal trade whidi has been responsible for the 
amassmg of saleable goods at the few big trading centres 
T. state of afiairs that resulted m an enormous uaste 
owing to the lack of possibilities for distnbuton 
It ^viU be apparent from the above that the Soviets 
are now endeavourmg to conduct their internal trade 
into new channels They arc striving to set up direct 
connection between the producing centres and the 
consuming public Naturally they are finding them 
selves greatly handicapped by me fact that long 
distance trai^ort in the Soviet Umon is still in its 
infancy The rapid transmission of goods from the 
place of origin to the consuming public is hindered by 
the state of the railroads and the disorgamsation of 
inland shipping Contracts actually conduded for the 
consignment of goods by ship fall short of the pro 
gramme of the Plan for inland shippmg Accordmg to 
Plan for example the Volga as the principal mland 
shippmg route was to take m 1932 a total cargo of 
20 4 million tons Contracts made wth the various 
trusts show that in the first two months of the year 
only 1 6 per cent of this programme had been carried 
otrt- /n tilte case tfte K'Smt toir tfie Hbr Arr 

foresaw a total traffic of 6 8 milhon tons but only 0 9 
per cent of this programme had been realised by the 
end of the first tu 0 months The other inland shippmg 
routes with the exception of those m the Ural Basm 
have been used for the conveyance of cargo only to a 
small extent As in the case of railroads the progress 
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Everyiviitre tiie cojjjpiaHJi ij» iiejiu uui lue uctoncs 
either do not deliver the materials on time or fail to 
deliver them at alT The truth is that it is a sheer 
impossibihty for the factories to supply all the needs 
of transport reconstruction, particularly m view of the 
lack of skilled khour 
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origin, whether ’factory or farm, to the consuming 
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healthy development of national economy Tlie trusts 
are to receive the goods from the factories and are 
supposed to pass them on to the consuming public at 


facturer, wholesaler, middleman and retailer How- 
ever much it may reduce production costs it cannot 
renounce profit-making, for the simple reason that it 
’ enterprises 

at a high 
bilhons of 

roubles necessary for this purpose? E\ery other 
possible method tis been tried out to find the means 
wherewith to carry out the industnahsation of a 
country that has been ahnost exclusively agrarian for 
centuries One resorted to a system of taxation whose 
tentacles were wound around those sections of the popu 
lation who were unable to adapt themselves to the 
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new social order Thai came the penod beginning in 
1917, when it seemed as thongh the new So\net econ- 
omic system would be comj^ed to capitulate It 
might very w ell have done so had not Lenin performed 
the miracle of the New Economic Policy At that 
time, all staunch behe\ers in private trade were con- 
vmced that the Marxian State had bcw\ed to the neces 
sity of recognising capitalistic economic demands and 
that a new form of economy of endurmg value had been 
created in the Soviet Umon Maybe Lenin did say at 
the tunc that all he intended was to build an emergency 
bndge and maybe he did have the idea of settmg up 
new forms of trade To-day the Party quite un- 
ambiguously declares that Lenin only intended to effect 
a temporary solution, m short, that he merely intended 
to give Soviet trade a breathing spell Facts tell their 
own story To-day the methods of Soviet internal 
trade are based on pnnciples laid do^vn in bmding 
resolutions turned out by Party congresses The best 
proof of the de individualisation of trade is the creation 
of the co-operative societies whose monograms are 
^vntten up everyw here There are now only collective 
enterprises, ancl it is indicative of conditions that 
there already exists a guide book to help unravel the 
mysterious abbreviations that are to be read on the 
name-plates of the vanous selling orgamsations 
A substantial part of the Soviet retail trade draws 
its sustenance from the sale of articles produced by a 
flounshmg home industry fhere was a time when 
the Russian private home industry was to be found in 
the town as well as m the countryside Peasant 
famihes m pre revolutionary days earned a living by 
tnrumg out articles fet use m. Uie beusdj.ohis. ot the 
townspeople Production of high class and extra 
fine yarn, art lace and woodcarvmg and lacquer work 
gave employment to entire viH^es To-day this home 
mdustry is dying out It doesn t fit m with the Soviet 
system of collective work m factones and workshops, 
so that even the womenfolk have been obbged to put 
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aside the spurning wheel and join the collectives It 
was the same in the towns To-day there is stiU to be 
found in Moscow a so-called home industry museum 
where are sold household articles of artistic value face 
goods, small fables table covers m short, everything 
associated with a Russian interior But it is all no 
longer the product of mdmdual genius, it is all 
machine made and produced according to pattern 
Wonderfully carved oiess figures may for instance be 
purchased here at prices which if not low, are also not 
exorbitant The home industry has undergone a 
process of standardisation It is a production for sale 
and quick returns Here are to be seen the same 
onginal wooden toys as were formerly turned out by 
peasant artists in the villages In this case it is not 
•V IV, 1 iiu wa (-raft but the method of 
the socialist outlook 
thing about how the 
Soviets have orgamsed the marketmg of jgoods Natu- 
rally, the most important facfofln this connection is 
the orgamsation of the sale ot such articles as are 
regarded as primary goods for example food-slufis 
and articles of clothing The sale of these in thtiig 
towns IS rationed From time to time a State com 
mission visits each mdividual home and controls the 
inventoiy of the occupier With much attention to 
detail it IS ascertained whether this or that individual 
IS entitled to full rights of atizensbip Only those 
persons who are not ‘ Lisheniy that is persons who 
have been deprived of the right to vote or to be elected 
(former nobdily cleigymen former house-oivners 
former manufacturers former officers and oSicials) 
receive ration cards entitling them to pnrchase food- 
stuffs wood and clothing All articles obtamable by 
means of these cards * are sold in the co operatives on 
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certain days at State pnces, mostly extremely low 
But it happens that the supply of primary goods 
available for distribution m the towns falls far short of 
requirements on the basis of the ration cards issued to 
the populace “WTiat is the reason for this ’ Industiy^ 
and agriculture have striven hard to reach capacity 
production Yet despite all their efforts it has not 
been found possible up till ^o^7 to supply the big towns, 
not to speak of the small provmcial towns, wth suffi- 
cient quantities of goods It is idle of the Soviets tc 
think that the soaahstic State can overcome tht 
difficulty by raising wages, thereby giving the populace 
the means therewith to Satisfy its need for food anc 
clothmg Monej as the wherewithal to satisfy life s 
needs comes mto use only upon the assumption of the 
actual existence of goods To be sure, the economic 
depression in capitalist countries eflccts a reduction m 
the power of the populace to increase its possessions, 
but then the question arises as to which is the greatei 
evil a shortage of money in the midst of a super- 
abundance of consumable goods or a superabundance 
of money in the midst of a dearth of consumable goods 
There is no unemployment in the Soviet Union 
Germany has the misfortune of having six. million 
workless But these six milhon receive, even if only 
to a very restricted extent, the wherewithal to enable 
them to buy food The Soviet worker gets a fai 
smaller chance of providmg for his material well- 
bemg at least up to now He has even great diffi- 
culty m obtaimng his rationedquantity of consumption 
goods, quite apart from the fact that his requirements 
of such necessities of life as fish, fats, meat and clothmg 
are modest' m comparison witfi those oi' a worker m 
any of the capitalist countnes The way in which 
citizens of a socialistic State are prepared to get along 
wth a modicum of life’s necessities is a matter that 
verges on the miraculous 

Apart from the co operatives where the populace 
makes its purchases of rationed articles there are State 
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controlled jtores tor the sale of food*stiiffs and other 
artides'at'prices fixed by the State These goods are 
released for sale, that is, they may be bought without 
cards But the prices demanded in these stores stand 
in no sort of relation to the purchasing power of the 
population, and this discrepancy will continue to exist 
even in the event of a general rise m wages. Butter 
at 10 roubles a pound will taste too highly-flavoured to 
almost anyone who is asked to pay this price for it. 
VVe shall refrain from giving a list of current prices of 
the goods offered in these stores, jocularly styled 
" museum shops by native Moscow wit The Soviet 
State caters for those who have hidden away their 
valuta or even gold coins, by erecting stores in which 
goods are to be had in ci^ange (or valuta In these 
stores Soviet citizens can now purchase genuine whisky 
or Californian fruit. The lover of antiques can here 
purchase objects in exchange for czanst " imperials/' 
although he ^viH run the risk that the finance inspector 
wfll be duly informed of such purchases and wm levv 
a luxury tax on them when he makes his next call. 
These valuta stores do an excellent business, however. 
The "Torgsm" stores alone are said to have a turn- 
over of about a milhon dollars annually It needs to 
be remembered that most of the customers are foreigners 
who would be able to purchase the sMneltyirorgoods 
at home for half the pnee. 

^ benefit 

■ ' is, for 

The 

goods to be Had here have a fixed price schedule, but 
even in this case the attempt ol the Soviet Govern' 
ment to keep prices at a steady levd has met with 
little success, smee latterly prices m these stores have 
likewise risen 

Summing up it can he said that industrial and agri- 
cultural productivity in the Soviet Union has sho^a 
progressive growth as far a^quantity_ofj 3 Utput is 
conceded In so far/however, as the^products of this 
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iustrial and agricultural activity are not destined for 
port but are conducted into the channels of internal 
ide, that is, m so far as they are distnbuted to all 
rts of the tremendous Soviet territory, it wll be a 
ig tune before the Soviet Government will be able 
overcome all the obstacles which now stand m the 
ly of a restoration of healthy trading conditions 
Viet mtemal trade and Soviet transportation have 
t developed to an extent in keeping with the rate of 
iustnahsation Yet the whole value of Soviet 
iustnalisation lies, in the last analysis, not m the 
:duction of goods m sufficient quantities to build up 
lowerful export trade, but m the endeavour to raise 
i standard of living of the Soviet population To 
;ain this objective, the Soviets wiU first have to under- 
a thoroughgomg reorganisation of mtemal trade 
d all functions directly or indirectly connected with 
i regulation and distnbution of food-stuffs and 
:icles of prime necessity 
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BUlLOaC AND HOliSIKG IN TflE SOVIET 
UNION 

By Hans Scitiiidi 

(Sm's arcbitcct in tlie cmplojincntof the Soviet Govcmmcrit) 

Considered from the point of view of its requirements 
m matenal, labour and capital outlay, bulling enter- 
pnse ranbs to day as the most important field of 
mdustnal production At the present moment the 
position in capitalist countnes is charactensed by a 
steady growth of buildmg operations set going m all 
directions by an expanding building mdustrj^ but draw- 
ing their mam sustenance from an active real estate 
market That is to say, despite all attempts at some 
sort of State control and despite all co-operative 
initiative, building activity under capitabsm still 
remains largely a product of speculation, responsive 
to all the crises and conjunctures of the capitabst 
system 

A socialised economy is predicated upon the behef 
that it IS possible to change these conditions But just 
where and how does the transformation take place and 
what is the clearly defined objective ^ 

In the Soviet Union, soaalism and industnahsation 
are conceived as parallel devdopments All building 
activity IS regarded as being intimately bound up ivith 
the process of industnahsation Techmeal progress 
and new ways of organising building operations open 
up new vistas of achievement It is already quite plain 
that the housing of the populace m capitalist countnes 
has not kept pace ivith the progress made in modem 
building teemuque New ideas are unable to mn 
*45 
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irough to lealisafion. The reason for this is not far 


ons and face^i^vpossibihties ot improving tne iiousing 
onditions throughounhe entire country, of town 
lanning and zoning and of establishing commuiuty 
ettlements. 

It IS clear that the first thing a sod^sedjconomy 


^ting cheaper homes as a means oi doing away vviui me 
Host glaring defect of the capitalist order. They were 
preordained to failure by the basic laws of capitalist 
’ ’ -•mte o^vnershlp and 

ound themselves face 
economic and social 
to take a concrete 
example, housing accommodation in the big towns 
would suffice to give every person a room of his own, 
while in reality 8 o per cent of this urban population is 
cooped up in small homes of one or two rooms which m 
size and degree of comfort are from 15 to 25 per cent 
dearer tfian the foxurroos horaes of the ifew. 


duction, the transformation of soaety and tne new 
manner of Imng, now come into play and from this 
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point lead to the development of a new type of dwelling, 
a new^ind of town and a new form of community 
settlement^’ Ev"en'"irr"f'fie’* sphere oflidnie economics, 
uHity services, transportation and the technique oi 
urban and rural development, it soon becomes apparent 
that the final objectives here far exceed in conception 
all that has been accompli^ed up to now in the most 
progressive capitalist countries. How far has the 
Soviet Union, as the first big socialist State of modem 
times, succeeded up to now in realising these aims ? 

To give an answer to this question in the course of tiie 
following account necessitates an investigation of cer« 
tain_existing_conditions which the Soviet Union had to 
overcome before proceeding to realise its socialistic 
ideas in the fidd of biilding and housing. It would be 
both wrong and unfair to ignore these conditions or to 
assume that the Soviets have failed if they have not 
straightway accomplished what they set out to do. 
Utopia becomes quiescent when ideas are being put to 
the test. 

There are three distinct factors that determine the 
general standard of building and housing activities in 
any country : thestreng&ofjte industrial productivity, 
the quali_ty__of its wor^g masses and its standard of 
education. ‘"The general standard oi housing in pre- 
war 'Russia is best illustrated by the fact that 82 per 
cent of the entire populace were village dwellers and 
only 18 per cent were town dwellers. (The ratio for 
England and Germany is dmost just the opposite.) In 
the Russia of yesterday, “living in the village” was 
synonymous with complete bacbvardness. From a 
technical point of view it meant the predominance of 
the woocien dweffing, fbe pniriilive ^e ol Tog'house 
produced by the handicraft industry, a house bmlt with 
no other tools than tlie saw and the axe. Most Russian 
citizens living in the provindal towns also lived in 
wooden houses built in this faslfion. Even to-day, 
about 86 per cent of the houses in Moscow are built of 
wood. Most of those houses which appear to be of 
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solid structure are simply rsooden houses whose external 
walls have been given a covering of plaster or concrete 
To be sure, Leningrad and Moscow had, apart from their 
™iHic buildings, a number cl big tenement houses, 

£11 j ^ t 


cUiU plmuuto 

buildings they erected The greater proportion ol the 
structural parts was of village handicraft There was 
no such tfung as a big industiy supplying building 
matenals Likewise the seim-feudal conditions pre 
vaihng during the esanst regime were mimical to the 
growth of a dass of highly trained architects, engineers 
and techmcians Russians seebng to enter these pro- 
fessions mostly went abroad for their training 
Indicative of the tardy TOWth of building activity in 
ore war Russia and of the paucity of the available 
' ■'"'id 

■el 
les 
a 

proper water supply ana mgii gUuu luud, ' .ay, 
approximately 40 per cent on loscow s streets have 
no sewage sjatem and m some cases whbleTnuniapal 
distncts are iwthout any water pipe sjatem 
Compared with the liviiig conditions prevaihng m 
. " -r — "’’■’■'■bvaysbeenina 

asant had re 
century An 
■d together in 

the single heated room 01 rue uonic They seldom 
thought of undressing, and slept on benches placed 
against the wall, 111 bunks, on the top of the stove or 
sunpiy on the floor The Russian industnal proletariat 
fot made its appearance in the nineteenth centuiy and 
was formed out of the impovenshed section of the 
peasantry Town life and work in the factory rarely 
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led to an improvementintiieirstandard of material well- 
being; for the most part they remained pheasants, 
going to work in the factory only occasionally, in which 
event it would fall to the lot of relatives to till the plot 
of land at home. In fact, during the czarist regime, 
Russian industry was able to employ and retain its 
workers under conditions comparable to those pre- 
vailing under early capitalisuL Moreover, these semi- 
peasant workers were prepared to put up wth the most 
primitive housing conditions. Down to the middle of 
the second half of the last century, most of the Moscow 
textile workers were in the habit of sleeping together 
with the other members of the family on the benches 
and floor of their workshops. Only skilled workers 
enjoyed the privilege of occupying a " home ” of their 
own; that meant a room m a so-called “workers' 
barracks,” and it often happened thatev.en lhis.lliome’' 
hadiCLbe.sharedjpithj_second family. Apart from 
these "workers' banacls” the great majority of 
workers had to choose between occupying a ceDar in 
one of the big tenement houses or a log house in the 
sordid outskirts of the tmvn. As a general rule, these 
homes were simply sleeping quarters. According to 
Moscow statistics for the yew 1912, as many as 26,788 
such sleeping quarters were sub-let to 300,000 persons, 
that is.leleye n persoji s to a rooro d Another survey of 
housing con 3 ltions, made about the same time, revealed 
that 70 per cent of the unmarried workers in St. Peters- 
burg and 43 per cent of tiie mairied workers were housed 
in sleeping quarters. Veiy often these sleeping 
quarters simply conristed of a wooden bunk. 

Following the triun^'h’df tie October revolution, the 
greater part of the se .proper^ in 

the cities and towns wa m 1 • • • ' , . i made over to 
the local Soviet. The ratra housing accommodation 
obtained in this way was then distributed in a pretty 
generous sort of way among the workers, and a general 
removal took place from tiie cellar lodgments and subur- 
ban log houses into the new quarters. In this fashion 
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in Moscow, for example, h^f a million wkers %ere 
transferred to the centre of the town, formerly almost 
exclusively occupied by the bourgeoisie To-day, 
40 to 50 per cent of Moscow s worbng-class population 
live within the city s second zonal nng, as against 3 per 
cent in pre-revolutionaiy days An estimate puts the 
total residential area of Russian towns at 160 million 
square metres, of this amount close on 74 million 
square metres had been nationalised by the year 

“ ' 1 _ 1. - j. « 


their onginal owners or made the occupiers pay rent for 
them 

The housing^ccqnwodation made available as a 
result of this nationih^on of property was placed at 


houses which meant, considering the size ot tnese 
Russian tenement houses a small colony of several 
thousand inhabitants Expenence of the last several 
years, however, has put the big housing trust out of 
favour To-day the Soviets are all for furthenng the 
small housing co-operatives The idea is to get every 
tenement house to form a cooperative of its own and 
be responsible for its own budget All payments of 
mdiviQUaljents wouW go into ^ommon fondj^tbe 
piupose^ofjiaymg fen tHe Tease dTfhe bmldiDg, for 
amorTisation and upTceep 


respect than did Soviet Russia during tne^e yeais 
Towards the end of this penod, the towns had 15 per 
cent fewer inhabitants than in 1918 Not only were 
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there no new houses erected, there was even an actual 
decline in the housing accommodation in the towns 
The great housing shortage that arose dunng this penod 
has not yet been overcome This naturally worsened 
living conditions, especially as regards the quality of 
the homes Then, during the penod of reconstruction 
inaugurated by the New Economic Pohcy, the towns 
began to make headway agam, so that by the year 
1927-28, that IS, when the inauguration of the Five- 
Year Plan saw the hegiiming in real earnest of the pro 
cess of industnalisation, the urban population figures 
of 1918 had again been reach©! The Soviets now 
found themselves confronted with another problem, 
however A shortage_of_bmldmg^niatenals made it 
imgossiblejo^proceed with the immediate erection of 
new dwiilmgs As a result the amount of floor space to 
which every individual was entitled decreased until it 
was less than the so called " cnsis norm ” of six square 
metres per person It would have required at that 
time an addifional 46 milhon square metres of floor 
space to bring the norm up to 9 square metres, the 
so called sanitary standard for Soviet Russia 
The penod of industnahsation inaugurated by the 
Five Year Plan gave nse to vast industnal housing 
developments in the big new towns and industrial 
centres The consequent growth of urban population 
has proceeded at an enormous rate Large masses of 
workers are now dnftmg back into the towns For 
example, the population of Moscow, which had de 
creased from 1,618,000 in 1912 to 1,207,000 in 1920, 
increased to 2,800,000 m 1931, while new projects of 
industnal expansion foreshadow a further increase to 
4 rmihoii This process of urbamsation is now apparent 
throughout the entire Umon, official figures showing that 
the urban population has mcreased from 26 3 million 
in 1926 to 33-9 miUion in 1931 In this movement the 
medium-sized industnal town is represented with an 
increase of 55 per cent, vdiereas Moscow has grown 35 
per cent and I^mngrad 38 per cent Moreover, quite 
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a aumber of entirely new toims have appeared on the 
map, 

It is estimated that at the end of the first Five-Year 
Plan the urban population will total 35 million. Judged 
from the current rate of development this figure is not 
put too high. This means that the urban population 

‘-'‘'■-"-•■'"•’''-'ulation 

micipal 

would 

, .sgoare 

metres of space. Of this total the sociSised 
seilor orhousing enteiprise would have to be respon- 
sible lor 42 million and the pnvate sector for 20 minion 
(local materials being used in the constriction of the 
smaller type of dwelhng). There was also planned an 
increase of the present nonn of Jy square metres floor 
space per person to 6-3 square metres. The capital 
outlay was estimated at 6 million roubles, reckoning 
the cost of constniction to be 100 roubles per square 
metre. This aggregate fund supplied the means for 
financing the actual building operations and in the 
Plan is assigned as follows : 30 per cent to industry, 
25 per cent to the house-building co-operative oiganisa- 
tions, 8-5 per cent to transportation, 16 per cent to the 
local Soviets (municipal bothes) and ip'S per cent to the 
private sector. 

A noteworthy revival of building activity in the 
domain of housing occurred in the year 1924-25 and 
has since developed as follows ; 

1925; i.Soo.ooosq metres fioorspacd, or appro*. JO, 000 tomes 
1926 : 3,200,000 „ „ ,» „ „ 53,000 „ 

1927: 4,200,000 „ „ „ „ „ 70,000 „ 

1928: 4,700,000 „ „ „ „ „ 78,000 „ 

1929: 5,700,000 „ „ 95,000 „ 

1930; 6,500,000 „ „ „ ■ „ 105,000 „ 

1931:12,000,000 „ „ „ „ „ 200,000 „ 

These figures show that the Soviets have embarked on 
a very extensive scheme for the improvement of housing 
conditions throughout the whole country. Neverthe- 
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less, it cannot be said that Soviet effort in this direction 
compares favourably with what is being done in 
progressive capitalist countnes Germany, for example, 
had an annual production of some 200,000 to 300,000 
new homes pnor to the outbreak of the world economic 
cnsis It IS quite clear that the building industry in 
the Soviet Union is not yet strong enough to grapple 
with a housing problem of such vast dimensions, 
particularfy since the Five-Year Plan imposes upon it 
other herculean tasks of still greater urgency, such as 
the construction of monster factones and power plants, 
reorganisation of the transport system and the estab- 
hshment of public utility services Consequently, 
however great may be the present need for housing 
accommodation, hmits will continue to be set to all 
efforts to improve the housing situation until provision 
has been made for an adequate supply of budding 
materials and for effiaent transport 
Building activity m the Soviet Umon has had to be 
placed on an entirely new basis since the Revolution put 
an end to all the conditions favourable to pnvate 
enterprise in the field of budding The Soviets had to 
devise something to take the place_of_the pnvate 
entrepreneur, "the bud<^g extractor and the architect 
They had to devise wys anff fneans'of co-ordinatmg all 
their budding activities To this end, withm each 
specific area all buddmg operabons were entrusted 
to the big budding trusts Each of these budding 
trusts has RTowiTSphere of activity The budding 
trust for housmg and pubhe utility services is generally 
subject to the authonty of the local municipal Soviet 
There are other trusts for the erection of factones, 
commercial buildings, farm buddings, as well as trusts 
for canalisation, for road making and so forth Special 
organisabons are formed for carrying out the construc- 
bon of big scale industrial combines Special planning 
trusts work in close cefflaborabon with these building 
trusts and, m fact, draw up the plans in all their 
details on the basis of the genaal scheme of distnbubon 
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This system enables planning to be concentrated 
largely on the big undertakings and favours that 
centralisation of operations so necessary in view of the 
lack of tedinical workers So far no d^te action has 
been taken to concentrate all building operations in 
the hands of a special people’s commissary. They are 
subject to the control of the various people's com- 

. • I ii » » . • 


culture, and so on 
tions B greatly handi 
workers and trained t 

makes itself particulany lai wjieu ii is a ifuesjuuii ui 
executing monster projects Another great drawbad 
is the difficulty of obtaining the requisite supply of 
building matenals There is a sbortage^oi jcks, 
cement, non and seasoned tunberT" Then tSere are 
those further diftculties that make themselves fdt 
during the actual operations Most of the workmen 
are ousted in the villages They are small peasants 


up-to-date. The years of disorganisation destroyed 
the class of expanenced craftsmen that existed before 
the Revolution. Then, again, in view of the great 
distances in the Soviet Union, centralis ed p l annin g is 
-iViia +A ovBT-t rtnitf cvrt'iU infli aciual 

control IS only 
rt in determin- 
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Building activity in capitalist countries is dependent 
ioi its vitality to a large extent on the vast number of 
privately-owned medium-sked building concerns and 
small building units. these are a wealth of 

experience and a host of trained workers. It is no 
longer possible for the Sordets to proceed in this direc- 
tion, of course. It would be in keeping neither with 
the structure of the proletarian State nor wth its 
planned economy. What is more, it would, not help 
them to cope with their monster tasks which imply 
the application of other methods. Undoubtedly, the 
Soviets have not advanced sufficiently to be able to 
dispense with local initiative in building activity, how- 
ever primitive in its methods. In the first place, they 
have to concentrate their efforts on the big tasks in 
hand. Secondly, they are still faced with difficulties of 
transport and are too greatly handicapped by a shori^e 
of bujiding.materials. On the other hand, the ’Sonets 
have learned by experience that local initiative can be 
of little service in helping dong the process of industri- 
ahsation. Conseguently, they argue that with time 
all building activity ivm have to fall within the pro- 
gramme ol industrialisation. 

Primarily, the Soviets understand a mechanisation of 
building operations to mean a Amplification of work on 
the building site as the result of an extensive use of 
highly-finished building materials. This entails stan- 
dardisation, ad(^tion of up^to-date bmlding methods 
pd highly-equipped factories for the production of 
improved budding materials. Building research in- 
stitutes in the Soviet Union have for years been in- 
vestigating the practical and theoretical aspects of this 
problem. Various sets of standards tor the building 
industry have been sent np by a commistion form^ by 
the Coundi for Labour and Defem^. Plans of special 
types of dwelling and con^niction elements have been 
issued, Investigation has been chiefly directed to the 
selection of new building materials combining lightness 
and high fire-resisting quaUty.as a determining factor 
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in the question of buildir^ methods. Climatic condi' 
tions have to be taken into account far more than m 
West European countries, fa example, outside walls 
have to be aj bricks, or 62 centimetres, in thickness 
Materials most in favour at present and most successful 
so far are big slabs composed of clinkers and diatom 
earth (trepel), slabs of compressed wood shavings 
(hbrolith) and compressed flax by-products, and sla& 
of compressed peat, straw and reeds. 

A central trust has been foniied for the practical 
realisation of plans of industnal construction There 
are also local trusts called mto being for the same 
purpose. Factones for the production of the requisite 
ne^v building materials have been erected in the heart 
oi the building development area and bulling yards 
have been set up at the seat of local operations. 

I Evei^ move-the Soviets have made towards indus- 
trialisation has resulted in a great increase in the de- 

' , ^ I" 1 »t« li 4 >11 


to^vn, so that the housing of*tKese workers called for 
special efforts. A similar problem was the housing of 
the scattered mimng communities m the coal-producmg 
areas of the Donetz, Urals and the Kusnetzk Basin. It 
is interesting to note that a promulgation of the ~ 
Central Committee oi the Communist Party issued 
March 25th, 1931, calls for the imme^ate erection of the 
greatest possible number of standard wooden dwellings 
so as to speed up the fulfilment of the housing pro- 
gramme. ' 

The production of standard wooden dwellings capable 
of being transported in sections and easily remounted 
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had been introduced into Russia previously, though 
only to a small extent The method most in use is to 
piece the house together out of standard-sized slabs 
consisting of a framework two or three exterior and 
interior encasmgs and a fillmg of some insulatmg 
material As a rule the slabs are one story in height 
and from i to r-| metres wide It is a system much 
favoured m Sweden Other kinds of wooden dwelhngs 
produced m Russia indude the American type of shanty 
with panelled walls of standard size and the Swedish 
log house the logs m this case being placed upnght 
The building programme for the production of 
standardised homes m the year 1931 was only partially 
fuKJied It was found impossible to overcome the 
many obstacles Production was divided up among 
too many small factories using out of-date methods 
and poorly equipped with timber working machmeiy 
Some of these factones had no drymg chambers In 
addition to this there was a lack of organisation in the 
despatch and transport of the finished goods Yet 
despite these initial difficulties, sufficient progress has 
been made to confirfli the Soviets in their behef that the 
construction of standardised dwellmgs provides the 
best solution of their housing problems and they hate 
already accepted the factory-made mountable kind of 
house as the ideal home for the mdustrial worker of 
the future To this end tbe factones are urged to give 
greater attention to quah^ and precision and as far as 
possible to combine wooden structure with the use of 
large sized slabs of the new building material The 
hmldiiig programme for 1932 foresees the construction 
of nine imlhon square metres of floor space m standard- 
ised M'lies' w&te 2t is iurOier &at tiw 

year 1936-37 as much as 75 pa: cent of the entire 
programme for the construction of standardised homes 
for the population of tilie USSR ^vlIl have been 
completed Thesmallsaw millsandfactonesthathave 
been supplymgfhese houses up to now are to be replaced 
by big house-building comlmes The first of these 
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IS the Lopatinslq^ Combine now under construction on 
the banks of the Volga This combine covers an area 
of 68 hectares and consists of a whole senes of w orkshops 
embracing the entire process of house construction 


metres of floor space per annum representmg approxi- 
mately 30 000 houses 

For reasons already stated, the Soviets were unable 
to look to pre*rcvolutionary Russia to supply them with 
any suitable type of worker 5 dwelhng The only type 
of worker s home they have inherited is the onestory 
shack or log house mostly m the form of the semi 
detachedhouse such as isstdl being erected particularly 
m the Ukrame where the worker is in the habit of till- 
ing his plot of land as an additional occupation The 
two-story cottage type of one family during seen m 


The only kmd of worker s dwelling that can m any 
way claim to have ansen out of housmg conditions in 
Russia during czanst times is the tenement house 
modelled more or less on the workmen's barracks 
formerly erected for housing textile workers This 
IS the “ Communal House with its one-room flats 
arranged on either side of a long comdor For the 
most part these one-room dwellings are occupied by 


barracks of former times are many of Moscow s new 
tenement houses with their one-room and two room 
flats Sometimes the central comdor is fitted out ivith 
additional conveniences of living, in that every two 
famibes share a kitchen and a lavatory It is a type 
of house that has possibihties of bemg improved upon 
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m the direction of the Amencan apartment dwelling, 
but m its primitive Russian form it has failed to become 
popular with the Soviet populace and as a type of 
multi-family dwelling it has gone out of fashion 
Today, preference is given to vanous types of 
multiple-dwellings, generally four to five stories m height 
and housing two or three famihes on each story The 
great majority of recently-erected bmldings of this kmd 
are equipped mth central beating The design generally 
adopted is similar m many respects to that type of 
tenement house which contains many families under a 
smgle roof, so common m Central Europe But 
whereas the workers m Central Europe live in small 
sized flats, the Russians show a marked preference for 
the larger type of flat This is indirectly attributable 
to the housing shortage and the lack of modem con- 
vemences which obliges several families to share a home 
which under normal conditions would be too large for a 
smgle family Latterly the Russians are showing a 
great liking for the small standardised apartment 
contammg up to 35 metres floor space 
Is the smgle family home compatible wth the mode 
of hving under a sociahst regime^ Should home 
economics conducted on mdmdual lines be tolerated 
m a sociahsed society^ Housing m the Soviet Union 
has to face these additional problems It is clear that 
when the family ceases to be regarded as the basic unit 
of production, when not even the family life of the 
peasant is left intact, home economics loses all signi- 
ficance Other factors are also at ^vork tending to 
disrupt the family There are, for example, the 
inevitable concomitants of mdustnalisation, such as 
a declining birth-rate, greater employment of female 
labour and a greater measure of independence for the 
younger generation Furthermore, collectivisation 
aims at making the State more and more responsible 
for supplying the convemences of living From the 
point of view of housing this is a development not con- 
fined to the Soviet Union, since even in those capitalist 
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countries where family life is regarded as a sacred 
heritage there is a distract trend to do away with 
home economics by the erection of mnltiple-dwellmgs 
with accessones and amenities for use in common 
There has been much controversy m the Soviet Union 


> U t J I < I I , 

■ _ iteioom 

leration, 

while all the otiiei luinpojiuit . le house 

would be shared in common a common mess hall with a 
" restaurant ' kitchen, a common library, and rooms 
for gymnastic exercises, study and so on. The 
children would be housed, in accordance with their age, 
in the crSche, the kindergarten or the boarding 
school with which each housing scheme would be 
equipped 

This movement has found vigorous support among 
the younger workers, notably the Komsomols and the 
students, and has given rise to many projects The 

• I L ^ /oyrmr 


families decide to pool their eamin|s inth the objea 


pooling of the earning 

on these lines and equipped with common mess halls, 
club rooms, erSche and kindeigarten was erected in 
Moscow in ig$o It was bnilt on a co-operafive basis 
Similar houses have been erected elsewhere and it is 
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now the form of housing that k being 'idopted m the 
construction of the new cities 

Yet, contrary to expectations, the Soviet populace 
has not hailed the triumphant advent of the sociahst 
form of dwelling It was quite patent that this could 
not happen Even the Soviets themselves have pro- 
nounced against a too rapid growth of the commnnal 
house Loc^ habits and customs do not favour a too 
hasty and a' too violent introduction of a different 
manner of living It is not that the Soviets are showing 
any mchnation to return to bourgeois ideas in housing 
matters The true reason is to be sought rather m the 
present state of cultural conditions throughout the 
Soviet Union 

The fact is, the Sonets are confronted with the task 
of improving general living conditions m a very back- 
ward country and consequently the entire housing 
problem can be regarded oidy as one aspect of this task 

Housing ideas are mostly thercsultof racial habits and 
customs and are not easily transplanted The Engbsh 
or the Dutch for example, have their oivn way of living 
as expressed in their modem urban dwellings These 
products of rationalised economics and standardised 
manufacture were unknown to the working masses of 
czanst Russia who were seemingly content with a 
human habitation not far removed from the most 
primitive form of dwelling It is indicative of the 
feudal conditions pievaihng m those days that even the 
Russian propertied classes did not adopt Western 
democratic or capitalisticideasofhousing because they 
had so many rooms and so many servants at their 
disposal that they did not concern themselves with 
questions of home mabng or with problems of house- 
wifery The housing of the working classes had not 
yet become a national problem , there was no home 
culture m the bourgeois sense 
Consequently when the Soviets undertook to improve 
housing conditions throughout the Union they had to 
begin right at the bottom and take full cogmsance of 
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methods of Imng that no longer prevail in highly 
industrialised countries Ihey realised that they had 
to do far more than to take those sections of the working 
class that were already reaching out for better living 
conditions and house them m new forms of dwellings 

• « .IT 


but upon a socialised economy uuul up uii a uvu** n »g 
industrial life They aim at establishing for the 
workers modeni living conditions entirely liberated 
from the spectre of want They desire* fo Srmg about 
a mode of living founded on mutual help and calling 


which the Soviets are now engaged 11 is me luLnaaiv 
objective of their big programme of mdustnahsation, 
just as it IS the ultimate objective of their work of 
enlightenment They have to educate the masses, but 
it IS still more important that they should provide them 
with decent homes And in solving their housing 
problem they can afford neither to neglect the trial of 
’ — “ +rv to reach 
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been decided to wait a while before proceeding to the 
abolition of housewifery, m order to let the workers 
realise what it means to " run a house ” 

The nature of the new social and technical tasks con- 
fronting the Soviets as they proceed towards a trans- 
formation of society becomes most apparent in the 
domain of town plannmg Here sociahst integration 
has broken new ground The first big projects on which 
a start was made two years ago have been partially 
completed To day Magnitogorsk, Kusnetzk, Avtosro 
and other places are samples of Soviet acluevement in 
the sphere of town planrang while a beginning has been 
made on innumerable other projects At the same 
time, municipal reconstruction in the sense of re- 
planning and improved utility services is proceedmg m 
practic^y every big town throughout the U S S R 

Bnelly, socialistic town plannmg is based on the 
followmg factors 

1 Free disposition as a result of unlimited right of 

control over socialised land properties 

2 Unified character of town plannmg with the 

object of satisfymg the requirements of the 

working class 

3 Planned network of pubhc utility services, 

planned educational system, cultural institutions, 

d )arks for recreation and recuperation 
oser contact behveen the planning of big housing 
developments and industrial zomng 

As the erection of practically all the new towns in the 
Soviet Uraon and the le-^Mirang of the older towns have 
been undertaken in connection with the reahsation of 
big industrial projects, it follows that Soviet to^vn 
planning is secondary to industrial planning and 
zoning Emphasis should, however, be placed here 
on the vastness of the Soviet industrial projects In 
addition to this, most of the big factories are linked 
together in combmes, which means that toum-planners 
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have to arrange for the housing of lo.ooo workers and 
upwards, or to build towns for the accommodation of 
an industrial population of a™here from 30000 to 
100,000 Even so, efforts of toe town-planner in the 
Soviet Union are being direct^ towards decentralisa- 
tion and better zoning A group of radical Russian 
architects is demanding an entire departure from the 
usual practice of concentratmg the industries in the 
big towns, arguing that the possibilities of power 
transmission have now prepared the way for a period of 
decentralisation It is interesting to note that the 
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political life and from it sprmg the forces that are 
directed towards a reorganisation of rural conditions 
throughout the entire Union 
It is illuminating to note the wholly new aspect 
presented by these socialistic towns whidi have been 
planned in all their details and set up within the space 
I of a few years It is particularly interesting to note 


I 


i cfub houses educational institutes communal laundry 
establishments communal dimes and so on While 
fully providing for a certain period of transition, all 
these buildings are erected in such a fashion that the 
toivn when completed, will present a picture of a 
uniform system of perfect communal supply In other 
towns the building programme indudes the erection of 



communal multiple dwelling as \iell as houses with 
pnvate amenities and conveniences A start has also 
been made in the building of so-callcd transitional types 
of dwellings designed to prepare the populace for the 
change in the mode of living from the individual to the 
collective form It should be noted m addition that 
most of the important new towns are equipped with a 
long-distance heating system based on considerable 
experience in Moscow and Lemngrad 
Thus it will be seen that new forms of mdustnal 
housing developments are bemg evolved throughout 
the Sonet Union On the other hand, no new forms 
of housing have yet been discovered m the sphere of 
mdustnalised agriculture The KoMoz has simply 
taken over the housing accommodation already existing 
in the villages These collectivist agncultural enter 
prises have neither the organisation nor the finances to 
build anew and they content themselves with the erec- 
tion of schools, special buildings for housing the 
children, and club buildings Individual examples of 
collectivist agricultural enterpnse, such as the Gigant, 
clearly show that the new phase in Soviet agncultural 
development will lead to the creation of industrial 
centres which from the pomt of view of town planning 
will be much along the same Imes as the industrial 
housmg developments, indeed, it is quite likely 
that the future will see a co orination of these two 
developments 
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The Soviets have always regarded their treatment ol 
social questions as a kind of show piece of Bolshevism 
When they first took overpower they promised a radical 
solution of social problems This was to be effected by 
setting up an entirely new social legislature and new 
forms of soaal welfare and social aid They based 
their assumptions on iJie JhiMan pnnciple fiiat the 
destruction of the easting social order was anecessary 
preliminary to the creation of a classless soae^ to be 
atfained by way of the dictatorship of the proletariat 
The Bolshevist regime has, in fact, succeeded m creat 
mg a new type of social legislature and new forms of 
social welfare What is thexealnature of this change^ 
How do these new forms function ^ And what advan 
tages have they brought the workers in the Soviet 
Union? 

Essential for an understanding of this problem is a 
knowledge of the legal and social position of the various 
categones of workers in the Soviet State 
Under the Soviet regime the worker as such enjoys a 
favoured position with respect to legal and pohtical 
nghts jprefensptoJ txea.txofJit nf the wfirker 
extends into the domam of social welfare It is the 
logical and inevitable upshot of the Revolution as con- 
ceived and reahsed by Lenm , it is the product of Bol- 
shevik doctnne and Bolshevdc practice It anses out 
of the nature and ju^tivity of the Soviet State, smee 
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everything is conditioned by the working class, every 
thing IS organised to function in the interest of this 
1 r .Wtwiinate to It and brought 

• working class, even to 

. of people who live by 
their labour and vet who are not allowed to call them- 
selves " ivorkers, is to be doomed to extinction This 


legitimate class, namely, me wuiKUig Liaaa Iv* 
reason the rights granted this section of the population 

’ a 1 firrl^^e arj» 

. • the 

■ ■ for 

example, who were among the nrst to unoeigo tins pro- 
cess of attntion, have been able to emerge sooner than 
other sections and are now included m the Soviet 
system and enjoy the benefits of the institutions created 
bv the Government for social cate and welfare But 

’ — ’ ^-l o 


footing witn liie wonao 1^4, >. . 

greafmass of peasants has httle more than a distant 
prospect of attaining to the status of the working class 
The road to this goal lies by way of collectivisation and 
on the assumption that the nghls to social care be 
acquired little by little Nevertheless, it should be 
frankly stated that Bolshevist social legislation now 
exteni m many matteis practically without exception 
r. , , T-4i,nrn— riiftiiral 


■■ f 

political campaigns jpure and simple Atiu-u 
for the welfare of the ladividnal on the part of the 



State IS a matter entirely dependent upon economic and 
social factors Measures of this kind are looked upon 
by the State as a sort of premium to be distnbuted m 
the preferential manner In the course of our account 
we shall try to determine whether a social gradation 
has manifested itself m the form of a recognition of the 
right of the individual worker to higher vages and 
social pnvileges as the reward for greater output and 
greater capabilities , m otlier words, whether inequality 
has established itself again under the So\aet system 
According to official figures the population of the 
Soviet Union amounted m 1932 to 165 million, of whom 
35 million are living m towns, while 130 million are dis- 
tributed over the countryside Of these 165 million 
there were registered as workers and employees 
18,108,000, of whom 5,414,000 belonged to the class of 
industnal workers In 1031-32 the number of workers 
and employees increased oy approximately 20 per cent 
The Soviet social legislation is designed to benefit tlie 
working class It is therefore necessary, m an investi- 
gation of this sort, to view the whole matter from the 
point of view of the individual Soviet worker What 
IS the average length of his working day ^ What wages 
does he get’ ^Wlat are his labour methods’ How 
does the State look after him ’ It will be necessary to 
consider the soaal insurance system, the functions of 
the trade umons,theposition of engineers andspeaahsts, 
the position ivith regard to women and cluld labour, the 
question as to whether unemployment exists and the 
possibilities of combating it, the hvmg conditions of 
the workers, and, last but not least, the mentahty 
of the Soviet working class and its attitude towards 
toil in general and towards the regime 

in the Soviet State’ This question has often been 
thrashed out by the Soviets and the Party, and ideas 
on this point have undergone various modifications 
Previous to 1928 the legal day was regulated accord- 
ing to the pnnciples set down by the International 
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Labour Bureau and applied m general to most capitabst 
countnes, that is, it was deeded to abide by the eight 
hour day In 1929 the idea of a seven^hour day found 
favour \7ith the Soviets'^ They Tiad certain weighty 
grounds for introducing it at the time In the first 
place they ^Yanted to ^ow the world proletanat that 
the Soviet Union was able to achieve a shorter legal day 
for its workers Secondly, it kept the spectre of 
unemployment out of Russia The reduction m the 
number of working hours enabled the Soviets to find 
work for everyone Though from a political point of 
view this was doubtless a very dever move its results 
were not very favourable since it put a brake upon 


the seven hour day was slow m gaining ground More 
over, in order to reduce the total annual number of 
^1 working hours the Soviets introduced the five^ayjreek, 
that is, a day of rest to every four work^iays The 
economic loss was to be counteracted by the decision 
to run the machines continuously This was to be 
' '' ' • ’ » • to SIX groups, 

working and 

^ j ent that this 

regulation had its drawbacks, and the five-day week 
very soon gave way to the six day week wth one 

(Toner's! /Iot nf roc* Vifton dhfin 4-o1 » oVaI 


and the anmversary of the October devolution, the 
two latter being two-day holidays But the absence of 
offiaal holidays is more than offset by the introduction 
of the six-day week 

As private imtiative and pnvate enterprise have been 
suppressed in the Soviet Union, and as all work is 
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regulated in accordance with socialist pnnciples, there 
IS an entire absence of all incentive in the diiection of 
profit-making Consequently tlie Soviets had to seek 
m the new conditions of employment and the new forms 
of labour some otlier mcenfave to work than that which 
obtains m the capitalist countnes Dunng the era of 
the New Economic Policy, when private trading was 
permitted, if only within limits, new sociahstic forms of 
labour and methods of work were not an urgent neces- 
sity The first attempts to create a new incentive to 
work were made pnor to 1927 By the year 1929 the 
experiments had advanced sufficiently to enable the 
Soviets to elaborate a new system Tlus was the system 
of " socialistic competition ' It first assumed the form 
of a challenge put out, say, by a factory m Leningrad 
to a similar factory in Moscow, ostensibly to produce 
more and better goods wthin a specified time A more 
orgamc form was given to this sociahstic competition in 
1928-29 by tlie introduction of a system of " agreements 
between factones " In these agreements one factory 
pledgeditself to deliver on time to another factory the full 
quantity of goods ordered by the latter This second 
factory then entered mto an agreement with a further 
unit of production or distnbution, and so on In 
1031-32 socialistic competition entered upon a third 
p^ase in its development as the result of the extension 
of the system of a^eements to include collective agree- 
ments, still following the same purpose, namely, to 
mobihse sociabst enthusiasm It v^as m this way that 
the " Shock Bngades " came into bemg These shock 
bngadcs were formed to set an example of intensified 
activity At about the same time were formed the 
“ Pepping-up Brigades " to spur on those who failed to 
make the pace, the " Operation Bngades ' to promote 
a better collaboraton between the various departments 
of the factory, the " High Standard Bngades ' to effect 
an improvement in the quality of the goods, the 
" Rationahsation Bngades ’ to promote a more rational 
activity, and the " Admimstration Brigades ” to super 
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vise the general management ol the factory and to 


sent a category of workers enjoying special privileges 
over and above those that accrue to them as members 
of the Soviet proletanat The shock-bngade workman 

r\ in enTioT(» on/l in cnwirf* 


encouragement to give of their best, tantamount to a 
system of rewards ? And is it then not a mistaken 
notion that m the Soviet Union all incentive reposes on 
a different basis and bears a different character from 
that prevailing in capitalist countries Is not the mere 
fact that these shocVbngade organisations ejast, the 
mere fact that they have been made necessary, proof 
enough that the masses in the Soviet Union as a whole 
lack incentive of any kind’ It is difficult to ascertain 
whether this new form of factory discipline fulfils its 
puipose That the Soviets can point to concrete 
achievements is home out by the fact of its retention, 
by the high hopes the Soviets still continue to place m 
it and by the results of the Five-Year Plan Although 
some branches of industry have lagged behind, others 
have exceeded their onginal pn^amms Undoubtedly 
the Udarnih have made a substantial contnbution 
towards this success StiU, accordii^ to no less an 
autbonty than Stalm himself, there are grounds for 


principle of higher wages for better work. 
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As a general rule the \vorker in the Soviet Union 
gets his wages paid out to him m money This form of 
payment for work was replaced during the penod of 
mihtant communism by the system of paying ^vages m 
kind, a system that was discarded when the New 
Economic Policy again aIlo\ved money to perform its 
proper functions The wage is fixed on the basis of a 
collective labour contract between the trade union and 
the employers Tlie People’s Commissary for Labour 
determines what shall be regarded as the mimmum 
wage 

Wages are divided into categories There are four 
categones for unskilled workere, five for skilled workers, 
four for specialists of the lower grade and four for 
lugh grade speaalists The following table shows the 
officid grading 

UnsUlled workera Skilled workers 
Categones 12345^789 
Coeihaents 1 12 15 18 22 2 $ 28 3135 

'Crtradc"' H.gh 

Categones 10 ix 12 13 *4 15 16 i? 

CoeiEaents 42 46 5 55 62 O7 72 8 

The medium tariff laid down for the monthly salary 
of employees in the towms of the U S S R in the last 
severm years is as follows 74 6 roubles m 1927 80 6 
roubles m 1928 85 6 roubles in 1929, 91 2 roubles in 
1930 The medium tanfi of the monthly wages of 
industrial workers m the last few years is as Mows 
64 64 roubles in 1927, 70 94 roubles in 1928, 77 65 
roubles in 1929, 83 30 roubles in 1930 97 83 roubles 
m the third quarter-year of 1931 It will be imraedi 
ately observed from these figures that there has been a 
steady nse in the wages of the workers and in the 
salanes of the employees, amounting to as much as 
80 per cent, corresponding roughly to the increase in 
the cost of hving This nse in wages however, is a 
direct outcome of an increase in the pnee of goods, 
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caused in the mam by the progressive devaluation of 
the rouble 

The real ^vage eamd by a worker in the Soviet 
Union on the basis of his productivity cannot he 
measured by his money wage alone In almost every 
instance the worker is m receipt of additional values, 
mostly in the shape of soaal services which, although 
less tangible, are a form of remuneration to wbch the 
worker has just as much nght as to his money wage 


are the rest homes and sanatoria In 1931 a sum of 
96 million roubles was expended to enable insured 
workers to make use of these institutions In the same 
year 790 400 persons were sent to the rest homes and 
110,000 to the sanatona It is predicted that in 1932 
these figures will be increased to 1,333 000 and 187,600 
respectively The working class participated here to 
the extent of 90 per cent This seems to be an exceed- 
ingly high percentage, but not when cotnpared wth the 
total number of workers m the Soviet Union In the 
second place, there are services for medical attention 
and prevention of disease, for which a sum of 950 
million roubles was allocated for the year 1932 alone 
In adbtion to this, there are the sums paid out for the 
construction of workmg-class houses, snetos, schools, 
libranes, etc According to offidaTfigures thTsocial 
wage of the Soviet woricer represents a value equal to 
24 4 per cent of bs money wage and is apportioned as 
follows . social insurance p 5 per cent training $ 2 per 
cent, stipend dunng instruction 2 1 per cent, cultural 
organisations of the trade unions z 4 per cent, medical 
aid 7-3 per cent, fund for social well being 0 9 per cent 
In all, the soad wage of the Soviet worker is about 
19 roubles a month 

Social insuranceis compulsory for.a]Lworkers regard- 
less of the nature of their work duration of their con- 
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Imcts or amount of thar wages The administration 
of social insurance is earned out by a single central 
body working m conjunction with organisations which 
act entirely under tlus centralised control and bear 
full responsibility Benefits indude rckef m the event 
of illness, temporary irrcapaaty, permanent disable- 
ment, unOTployment , assistance in the event of child- 
birth death of a breadwinner, special service in the 
cause of the revolution, and so on In the case of illness 
coupled with temporary’ incapaaty to work but with 
probabihty of recovery, the insured person has to sub- 
mit to a medical evamination and continues to draw 
his normal wage In the case of permanent disable- 
ment caused by accident dunng work, the insured per- 
son in the category of the so called " Invabds of Work " 
continues to receive lus full pay, which is then reckoned 
on the basis of an average of tlic last three months 
preceding the accident In the case of permanent dis- 
ablement caused by illness the insured person receives, 
if totally incapacitated, 18 roubles a month, or 12 
roubles if he does not stand in need of speaal medical 
treatment If the sick person is able to do light jobs 
he gets an allowance of 9 roubles In tlie case of 
unemployment— now done away with— the worker 
receives a wage of 25 to 30 roubles a month and a 
number of privileges such as normal charges for dwell- 
ing, electricity, water, etc Expectant mothers engaged 
in manual work are granted two months’ leave of 
absence with full payment previous to confinement and 
a similar penod after confinement Added to this is a 
single payment of 16 roubles for the purchase of the 
baby’s outfit and, upon return to work, a rise in the 
monthly wage of 4 roubles, to be paid until the child is 
weaned A further small allowance is then paid for 
the bnnging up of the child In the event of the death 
of the cluld a single sum of 16 roubles is granted 
The fund for the soaal insurance amounted (in paper 
roubles) m 1929 to 1,258 milhon roubles, in 1930 to 
1,760 miiion and in 1931 to 2,573 milhon Subsenp- 
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irganisa- 
insured 
owdh of 

. workers 

in 1929 was II 600 000, in 1930 14 400 000 and m 1931 
i6,6oo 000 Speaal iroportance is attached to social 
insurance m the sphere of medical help The total 
sm paid out in 1929-30 in respect of medical help was 
dose on 608 million roubles (mdusive of the ^ants 
for sending workers to homes of rest and sanatonal 
Among the organisations which have to be accorded 
special significance because of their bearmg upon the 
soaal problem mention should be made of the trade 
unions, the “profsom^, ' that is, the professional 
assoaations In the Soviet Union there are 44 of 
these trade unions one for each branch of industiy 
Though the worker is under no compulsion to join, the 
advantages accruing to members of these trade unions 


But as already indicated, they have quite other func- 
tions to perform and pursue entirely differerObjec- 
tives "This IS quite natural in view of the nature and 
structure of the Soviet State They are not free and 
independent organisations m the liberal and demo- 
cratic sense, yet neither are they organs of the State 
or of the Party Independent in the sense of being 
responsible for the concuct of their own affairs they 
are nevertheless at the diq^osal of the Soviet regime, 
which uses them for the attainmenf of its objectives 
and" for the carrying out of its dictatorship Their 
leaders are not freely elected Actually the trade 
unions are the channels employed by the_Govemment 
and the Party for keepmg m close collaboration wth 
the worhng class m whose name the Soviet regime 
has been erected and on whose behalf it exercises its 
authority Consequently, in the economic sphere the 
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trade unions cannot enter mto a conflict with the 
State as employer, still less can they issues with 
the State in the realm of politics All possibihty of 
the trade unions m the SoMet State putting up a fight 
for the attainment of economic or political objectives 
IS completely ruled out even in the event of the em- 
ployer which IS of course, the State itself, violating 
the interests of this or that category of workers 
organised witlim the trade union That is logical 
enough, since it would be impossible for the Soviet 
regime to allow a dispute to anse between the prole- 
tanat and the proletanan State It would be a con 
tradiction in terms This was a point that puzzled 
Trotzki when in 1921 he took sides against Lenm on 
the question of the position of the trade umons Trotzki 
could not understand the necessity for the further exist 
ence of the trade umons he failed to realise 
was that the profsoiusy ' were to be made to serve 
the interests of the Soviet Government rather than the 
interests of the workers Tomsky, too one of the most 
fearless representatives of the Soviet trade umon move 
ment and an opponent of Trotzki m the year 1929, w^as 
ill-advised when, in his capacity as leader of the Russian 
trade umons, a position he had lield since their forma- 
tion m 1921, he upheld the prmciple that " the ' prof- 
somsy ’ claim for themselves not only the nght but also 
the duty to defend their class interests shomd these be 
violated, and to this end to use the weapon of the 
general stnke even against the State Tomsky a 
tried Bolshevik and Lenimst and a capable organiser 
of iQegal Bolshevist organisations under the czanst 
regime obstinately clung to this antiquated opinion, 
an Qpmnm w.hidL daubtless had validity wh«i. applied 
to conditions in pre revolutionary Russia or to demo- 
cratic States but which is plainly mapplicable to the 
Russia of to day He did not grasp the nature of the 
new functions which the trade umons w ould be called 
upon to perform and wherein Leran saw the real reason 
for their continued existence In the period of the 
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New Economic Policy nothing could be said against 
Tomsky s views, which at that tune could harifiy ^ 
called anti-State, since lo those days the trade unions 
were still fighting the last remnants of private cam 
talism But when a new era set in that is with the 
inauguration of the Five Year Plan the old pnnaple 
became intrmsically absurd and insufferable to the 
Soviet leaders Tomsl^ was therefore discarded 
Henceforth the mam purpose jaLthe-trade-unions is 
not to defend the interests of ttm working class and to 
prof^ the workers ffom ex^oitation by the State, 
but^ m the sense of the '* general line/' to work for the 
strengthemng of the dictatorsbp of the^ proletariat m 
pohtical, military and economic fields This is inter 
preted to mean that the trade unions must set them- 
selves the task of imbuing the masses with the spmt 
of communism Still, they have been able to retain 
certain functions exerased by trade umons m capitalist 
countries, for example, functions with respect to the 
regulation of wages Here the trade unions appear m 
the rfile of representatives of the workers and as such 
draw up labour contracts with the State-controlled 
mdustnal undertakings They take action m the event 
of W2^e reductions they participate m the adminis- 
tration of the labour exchanges investigate breaches cf 
labour contracts, etc They develop, too, an activity 
of a pronounced pohtical and military character To 


patriotic society for the furtherance of aviation and 
chefffistfj’ and the streegtheRing of the Red Amy Rvt 
the trade umons concern themselves primarily with 
questionsjaf jocialjwelfare Upon them devolves the 
ta^ ^framing arid educating the working masses 
To this end the " profsomsy ’ are entrusted with the 
task of establishing and ^omotii^ workmen s clubs in 
aU factones These dubs, which play a sigmficant 
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r61e in tlie cultural and soaai life of the Soviet workers, 
arrange theatricals, entertainments of all sorts, lectures 
and debates They are equipped as a rule with 
libraries, reading rooms and gymnasia Apart from 
organising these clubs, they undertake to combat 
illiteracy by getting the members to join special courses 
provided for this purpose Furthermore, they promote 
sport by urgmg the laying out of playing fields and by 
orgamsmg sports meetings and olympiads They pub- 
lish then own newspapers and penodicals Indeed the 
entue activity of the ‘ profsoiusy ” is aimed at fulfilling 
the important task oitrusted to them by the Govern 
ment, namely, to imbue the workmg masses with the 
spirit of communism There is scarcely a factory 
throughout the entire USSR m which the trade 
umons have not managed to set up a club, and m every 
place where workers are assembled together on a job, 
no matter how remote the place may be, they Have 
provided at least a reading-room or a 'red corner ' 
Since Tomsky’s removal from the position he held as 
leader of the Soviet trade unions, the ' profsoiusy " 
have been able to get nd of their old inhibitions and 
out-of-date ideas and to dedicate themselves to their 
new role as educators of the masses a r61e in which 
they are becoming more and more the pohtical and 
economic instruments of the Soviet regime 
Engineers and techmcians have a favoured position 
m the Soviet Union Comparatively few m number, 
they are under the necessity to see that the Five Year 
Plan IS earned out, hence the Soviet has seen itself 
obhged to enact a senes of laws raising them into a 
special category of workers and endowing them with 
sptas) pvTiiuifjgas jjjaay ra^sts ihssa 
m’e wider m scope than those accorded to the worhng 
class For example, an engineer who has served m a 
factory for at least three years can claim leave of 
absence to pursue scientific studies Should he be 
transferred to another concern, he is allowed to retain 
all the privileges he enjoyed m the past If he gets an 
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dwelling if called away on indent work. Children of 
engineers and speaalists share with the chDdrcn of 
industrial workers the nght to attend schools and 
higher educational institutions Engineers and spedal- 
ists share with industrial workers priority of claim to 
he sent to the homes of rest and health resorts. In 
the event of temporary mapacity, they receive the 
same relief as industrial workers '^ey are placed on 


tax is applied to them only when their monthly salary 
exceeds Ij5oo roubles, and even in this event they are 
not included m the higher schedules but are subject to 
a single tax assessed at 3^ per cent of their income. 
In order to further their productivity the Government 
gives them first right to occupy dwellings that are 
about to be vacated, and they are allowed greater floor 
space than other sections of the population Finally, 
their salary is not fixed according to the general stan- 
dard in vogue, but on the b^is of spedal agreements 
between the contracting parties, that is. the engineers 
and specialists on the one hand and the administrative 
bodies and factones on the other 
Foreign engineers and speciahsts, of whom the 


are granted certain tax reductions 
There are far more women workers in the Soviet 
Umon than in prerevolutionary times The adult 
woman in the Soviet Umon has dtpre and dt /flc/u full 
e(^uality with man^and, cons^uently, an equal right 
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to work and equal obligations with respect to output. 
In the year 1931, 307 per cent, or more than a quarter, 
ol the industrial workers were women. 

According to official statistics, the percentage of 
women workers in the various branches of industry is 
as follows : in the textOe industry 63*6 per cent, in the 
timber industry 26-3 per cent, in the metallurgic 
industry I4'9 per cent, in the coal-mining industrj^ 
10-5 per cent. The principle of equal pay for equal 
work is recognised in all branches of Soviet industry. 

Child labour, on the other hand, is less prevalent 
than in pre-revolutionaiy times. It was estimated 
that in 1913 9*8 per cent of the total number of 
workers were child workers. To-day the percentage 
is considerably smaller, although the total number of 
workers has increased considerably. According to the 
Code of Labour Laws no child under sixteen years of 
age may be employed at all, and no child under seven- 
teen years of age may work longer than six hovts a 
day. In exceptional cases of the employment of 
children of fourteen years of age and upwards, the 
child has to pass a m^cal examination. Child wages 
are determined by t!ie number of working hours and 
are calculated on the basis of 65 per cent of the wage 
of the adult worker. As most 01 the young workers 
attend the schools set up in the factories, their actual 
working day seldom exceeds four hours. 

Unemployment in the Soviet Union had. assumed 
quite considerable dimoisions prior to the inauguration 
of the Five-Year Plan. The kbour exchanges concern 
themselves with the r^tration of those seeking em- 
ployment and with the distribution of relief. All 
the measures adopted at this time by the Soviet 
Government for combating unemployment Jailed to 
lead to a solution oT the probleniy unemployment 
remained a burden on the Stete finances. At the 
begiiming of the Five-Year Plan competent observers 
predicted that unemployment would be close on half a 
million by the year 1933. But the various readjust- 



ments and extensions of the Five Year Plan bad the 
effect of abolishing tmemployment so that the prestige 
of the Soviet regime rose considerably in the eyes of the 
working class After all, the Soviet Government had 
to live up to its reputation of being a government of 
the working masses In the organisation of new possi 
bilities of employment the Soviets allowed themselves 
to be guided by political motives This turned out to 

r 4. ^ 


reorganisation of industry, and the tost symptoms oi a 
return of unemployment date from this penod As a 
matter of fact up to the middle of the year 1332 there 
was still hardly any unemployment in the Soviet Union 
and it IS quite possible that the few symptoms that 
have appeared will vanish completely But this pre 
supposes that socialistic construction m the Soviet 
Union wll cease to be affected by the world economic 
cnsis to the same degree as it has been in the past It 
presupposes that foreign countnes mil continue to 
purchase raw materials from Russia and that the 
Sonet Government ivill be able to go on buying abroad 
the machinery it requires for carrying out its big plans 
To day the labour exchanges in the Union are closed 
down and no unemployment relief is being paid out 
That is to say, there is now no provision made for those 
Soviet workers who find themselves out of a job As 
soon as unemp'ioyment appears again above the Soviet 
horizon the State will be oUiged to reopen the labour 
exchanges and to take adequate measures to combat it 
For It IS obvious that the phenomenon of unemploy- 
ment has certain additional psychological aspects in a 
country which prides itsdf on its proletarian character 
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The worker, as the foundation and dnvmg force of the 
regime, would m that event find himself in a position 
not at all in keeping with the function he is supposed 
to perform m the proJetanan State 

^at standard of matenal and cultural well being 
does the Soviet worker enjoy? 

The standard of matenal well-bemg of a worker is 
generally discernible from his actual wage, the pur 
chasing power of this wage, the extent of the unem 
ployment rehef and the numib^ of his working hours 

According to official figures, the monthly wage of an 
mdustnal worker m the year 1931 was on the average 
about 95 roubles Assuming that the nommal monthly 
wage IS 98 roubles, it can be said that in this respect 
the standard of matenal well-bemg of the worker m 
the Soviet Umon compares favourably with that of a 
worker m capitalist countries On closer investigation, 
however, it is clear that there is a considerable differ- 
ence, a difference that does not work out to the advan- 
tage of the Soviet worker The difference is largely 
attnbutable to two mam causes {a) the disparity 
between the purchasmg power of money in the Soviet 
Umon and m capitalist countnes, and (J) the fact that 
in the Soviet Union the available consumption goods 
needed for the satisfaction of personal needs are far 
less m quantity and much poorer m quahty than in 
capitalist countries 

It IS now generally known that the Soviet Union has 
a managed or standardless currency The rouble has 
an artificial value, that is to say, it has a political value, 
whereas " capitalist ” money has a natural, and there- 
fore a real, value The Soviets are guided by pohtical 
motives m fixing pnce levels for the sale of those goods 
over which the State has a monopoly and whose dis- 
tribution and consumption are regulated This means 
that there is a complete absence of “ free " purchasmg 
Moreover, the Government is compelled to export as 
much as possible in orda: to buy the machinery and 
raw matenals it needs for the realiktion of its economic 
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plans Obviously, then the State has no economic 
interest m selling its products on the home market, 
where it would be paid in a depreaated currency 
This helps to explain how it has come about that the 
Soviet citizen is dqinved of the possibility of buying 
those goods which are needed for a bare subsistence, 
just as it helps to explain the poor quality of the goods 
produced 

In order to improve matters, the Soviet Government 
X ,1 ..j xt 0 auxiliary organisa 

the ‘ Torgsm ‘ and 
lermore they recog- 
nised the existence of the nnok or open market 

r I \< ' i* . II n 4 •• ii I 
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emphasise the social nit that has appeared between 
those who have more than the average and those who 
have less? Actually the Torgsm” (which means 
' doing business with foreigners ”) fixes the pnce of its 
commodities on the basis of the gold rouble or foreign 
currency The ' commeicial stores/' as their name 
’ on the basis 
ok, ’ or open 
j ^ by the good 

old principle of supply and demand Pnces m the 
‘ Torgsm, m the commercial stores '* and on the 
open market ate at least three to four times higher 
than m the State run stores m some cases ten tunes 
higher But even in the State-run stores where the 
populace purchases its rationed articles, the general 
price of lood stuffs under\vent m February 1932 a 
sharp nse of from 25 to 95 per cent, while manufactured 
goods jumped in pnce as much as 200 per cent It is 
true that this was immediately followed by a 20 per 
cent nse in wages, a veiy natural development, since 
the nse m pnces viould otherwise have served no pur- 
pose But to day, owing to the general dearth of 
goods, the “ commercial stores ” are without any stocks, 
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SO that one after another of tliem have been obliged 
to close down Tbs all serves to give some idea of the 
present standard of material well-being enjoyed by the 
Soviet worker, altogether apart from the temble 
scarcity of goods and the difficulty of the Soviet masses 
in providing themselves with the bare necessities of 
life when the purchasing power of their wages is only 
one-tenth of their nominal value 

The Soviets promise an improvement m this state of 
affairs They predicted that at the end of the first 
Five-Year Plan the individual citizen in the Soviet 
Union would be able to enjoy a bgher standard of 
living Instead, conditions have worsened, despite the 
fact that the Soviets have extended their actual power 
Now the population is being encouraged to concentrate 
its hopes on the second Five-Year Plan ^ 

On the other hand, the standard of well being of the 
Soviet worker presents an entirely different picture 
when seen from the view-pomt of bs social and cultural 
position To what extent an improvement has been 
effected here may be judged by the sums granted by 
the State for social r^ef, for raising the standard of 
education, for medical help and samtaiy improvements, 
for the erection of workers’ dwellmgs, schools, workers’ 
clubs and so forth Other pomts should be borne m 
mind, for instance, the new social consaence of the 
workers arising out of the fact that they are a priv^. 
leged dass The truth is that far more is done to' 
promote their social and cultural well being than their 
material well bemg 

In tbs connection it should be mentioned that, 
according to an official statement, illiteracy among the 
working class has been entirely abolished Workers’ 
barracks are disappearing and more and more is bemg 
done to make over the old homes of the bourgeoisie to 
the proletanat Considerable progress has hkewise 
been made m the erection of new houses for the worbng 

^ The enactment of May 1932 with regard to a freer exchange 
of goods IS said to have unproved the position 
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erection of workers' houses, a huge sum even when the 

• - • 1 .-t . it. ;„in 


of kindergartens, and so on 
Tlie percentage of workers and workers' children 


the importance ui me luie piaveu uj me tmue u>uw,^) 
in the social life of the Soviet Union. There is a con- 
stant increase in the number of those institutions 
designed pnmanly for the benefit of the working class, 
such as homes of rest, workmen’s clubs, playing-fields, 
theatres and cinemas. 

In summing up it can be said tint the standard of 
material well-being enjoyed by the Soviet worker 
' on the other hand, 

s slowly improving 
that of tlie worker 


As an outcome ol a sadden and very pronounced 


ability, to' each according to his needs." 'io-oay uiis 
formula has lost all significance in (he Soviet Union 
Since Stalin's notable speech in June 1931 the formula 
has been substituted by one that reads : '' From each- 
tccording to his special abihty, to each according to his 


SOCIAL PROBLEMS 289 

special achievements” The Marxian pnnciple was 
found to he in ime with ideas of social justice but 
blmd to the supreme laws of economics The pnnciple 
now adopted by Stahn is in ime mth the latter but 
blind to the former A basic principle of communism 
has thus been cast aside and an economic principle set 
up m its stead 

What will be the pobtical and economic consequences 
of this new course^ There will be an improvement in 
* the standard of matenal well-being of those who are 
able to prove their worth, while the incapable will 
expenence a worsenmg of their position The few will 
tnumph at the expense of the many So that once 
again social mjustice, supposed to have been banished 
by the Bolshevist levolution, will reign To day the 
Soviet Umon is not estabhslmig communism it is only 
planning for it And it will not amve until its pre- 
suppositions have been created 

This short survey of the social position of the worker 
in the Soviet Umon leads up to this question What 
IS the psychology of the working class and what is its 
attitude towards the Soviet regime’ To-day the 
psychology of the proletanat in the Soviet Union is no 
longer the psychology of the worker who is prepared 
at any moment to take up the fight against his employer 
because he sees in bun, rightly or -wrongly, an exploiter 
In this regard the worker m the Soviet Union has been 
taught to thmk othenvise he knows quite well that 
sj-wh a view-pomt neither would nor could be tolerated 
by the Soviet regime, and he knows that any opposition 
on his part would be harmful to himself even if inspired 
by a consciousness of unjust treatment 

The mentality of the Soviet worker has been trans- 
formed as a'result of his sense of powerlessness in face 
of the might of the State, but even more as an upshot 
of the propaganda carried on by the Party and the 
Government -with the assistance of the trade umons 
This propaganda is ommpotent and ommpresent It 
IS put across at every oj^ortunity and at every hour 

L 
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of the day, m the factories and offices, m the clubs, 
theatres and cinemas, at lectures and debates, and over 
the radio In consequence of this unceasing propa- 
ganda it IS only natural that the greater part of the 
\\orking masses vill m the end come to believe, even 
when their interests are apparently or ostensibly 
violated, that it is all done m the interest of the com 
mon good As the Soviet State is a "proletarian 
democracy,” any action taken against the State would 
prejudice the interests of the working class It would 
be enoneous to suppose that this raentahty is char- 


and the young workers, mostly belonging to the cate- 
gory of the lowest paid workers They suffer more 
pnvations and hardships than the other workers and 
have therefore matenal as well as psychological grounds 
for putting less faith in the promise of a better future 
These workers seldom do a full day’s work and their 
output IS low They show little sympathy for the 
regime and for the most part find themselves m 
opposition to It 

So the attitude of the worker towards the State 
and towards work is, m part enthusiastic, in part 
hostile The "Udanuki" form the majority of the 
enthusiasts among whom there are many fanatics 
They are regarded by the Government as the most 
conscious and most progressive proletanan elements 
The State tries to wm over the mdiflerent by slow 
degrees, relying on the effectiveness of its propaganda 
and on the activ dies of the ^ CTdarmki ** And the dis- 
contented are quite well aware of what they have to 
expect from the State should their discontent find 
expression m action 
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I 

The pToWem ol foreign technical assistance for Russia 
IS not of recent origin It first came to the fore when 
Czar Peter I decided to dispense with the material and 
cultural foundations laid down by native creative and 
inventive genius His plans for national eicpansion 
seemed to compel him to take a course that would 
bring a different species of civilisation to the peoples 
united under his sceptre Above all Peter I wanted 
Russia to become a great military power To this 
end, he began to employ foreigners and to adopt 
alien methods He sent abroad for his ship bmiders, 
artists, skilled artisans and artillerymen He came to 
regard the vast country merely as an mstrument for 
the achievement of his political objectives A per- 
plexing disorder took the place of national integration 
The Russian people put the blame upon the aliens in 
their midst The imperialist policy of Peter I was a 
thorn in the side of the Russian people but a blessing 
to the aliens, who came to be looked upon, as a race that 
grew rich on the fat of the land 
About the year 1765, foreigners began to be employed 
by the State They were mvited to Russia mainly with 
the object of furthermg the growth of the agricultural 
mdustry Then came two (todes of alien colonisation 
and the founding of German farming commumties on 
293 
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took the form of the employment ot loreign weavers 
and spmners Hence the ongin of the German colony 
of weavers m Poltava, founded in 1808, and the first 
beginnings, m 1822, of Lodz, the so-called Polish 
Manchester. For the rest, throughout the nineteenth 
century foreigners could set up in business m Russia or 
accept employment with private concerns as technical 
^eciahsts Later on. foreign capital invested in 
Russia began to monopolise the supply of foreign 
technical experts They were engaged m considerable 
numbers m the South Russian mining mdustry, the oil 
industry, electrical undertalangs, the machine construc- 
tion industry m Central Russia, all of which owe their 
early beginnings to foreign capital But even Russian 
entrepreneurs took to employing foreigners to an 

. the outcry agamst 

^ ^ those places where 

a rivalry had grown up between Germans and Austnans, 
namely, m the Western provinces The movement 

here ' *’ n( i^n-trA 

num ' 
the 

being passed enacting that toreign muusiiicu eiiiei- 
teundfd ixt tie aipye-joiaDtJOned Tegjcxns would 
in future have to employ subjects of the Czar only 
A pronounced anti-foreign policy ivas a feature of the 
war years and the post-war period, and throughout it 
has enjoyed popular support So that when the 
Bolsheviks began to run tdi the foreign employers out 
of the country, when Lenin refusM to ratify the 
Urquhart concession, the new rulers found themselves 
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carrying out a measure that met with the approval of 
cveiybody, 

2 

Having proclaimed its ultimate aim to be the trans- 
formation of Russia into a socialised society that wQ! 
overtake and outstnp the most advanced capitalist 
country, tlic So^^et (^vemment was prevented from 
focussing its attention upon the problem of foreign 
assistance until it had defeated the forces of inter- 
vention. Wien, at last, the matter came up for con- 
sideration, the Bolshevik leaders proceeded with their 
usual caution, approaching the subject from two stand- 
points. In tlie fimt place, they asked themselves what 
chances tlicy had, as communists, of building up the 
new economic order. Secondly, they realised that they 
would have to consider the specific conditions prevailing 
in Russia and that eventually they would have to seek 
aid from the capitalist world. 

The communist approach had to take cognisance of 
the aspirations of tlic proletariat and the general 
psychosis prevailing in those days. It had also to be in 
line uith the concepts of Karl Marx and other socialist 
thinkers. As regards the psychological factors, it was 
a period of social unrest m the outside world and of 
famine at home. Armies of prisoners-of-war from 
Central Europe were still on Soviet territor)'. Foreign 
aid was needed for overcoming the famine. A Viennese 
organisation was supporting an entire agrarian com- 
mune. A similar organisation in America had under- 
taken, according to Lenin, to organise 200 agricultural 
communes. The Czecho-Slovaldan Government enabled 
its communists to emigrate hy capitaEsing their unem- 
ployment pay. A big undertaking was organised by the 
Dutch idealists Ruttgers and Wegemann to enable 
proletarian forces to exploit this region on communist 
lines. All these attempts either ended abortively or 
were terminated because they did not meet local needs, 
except in a loose sort of way. Then came the extrava- 
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gant experiments with alien ideas There were tl 
expenments for instance, of the Swiss coiMimni 
Flatten In their later phases they were turned m 
an effort to get proletanan youths from foreign countn 
imbued ivith the spirit of Russian communism 1 

111 1 rt f 


unemployed 

In their technical approach to the subject, tl 
Bolsheviks took their stand as did the czanst gover 
ments, on the necessity for support from intemation 
capital Behind the concession policy of the Sow 
Government was simply the desire to orgamse i 
economic life with the aid of foreign capital It ne( 
hardly be said that the policy has been discarded Oi 
of its chief results ^^’as that the concession undertakinj 
gave the Soviet Government an opportumty to tram 
few hundred techmcians and workers, a result thi 
appears exceedingly small when compared with tl 
means employed and the eftorts put forth 

The problem of foreign assistance sprang into ti 
foreground again when Krzhizhanovsky drew up h 
plans for the electrification of the Soviet Umon 
first took definite shape when the Five Year Pla 
calculated to what extent foreign higbly-tramc 
technicians would have to be employed in order i 
achieve the desired results 

As amatter of fact.itwasoriginally intended to emplo 
only Russian engineers on the big electrification pro] ect 
But the difficulties encountered in the construction ( 
the power station at Batata (Nishni-Novgorod) an 


the Sjemen firm, whJe ^encan engineers were enliste 
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for the budding of the Dnieper dam About the same 
time, too, German engineers were engaged for the 
construction of the Svir power plant 
It has been estimated that, at the inauguration of 
the Five-Year Plan in 1028 the Soviet Government 
stood in need of 100 000 foreign engineers It is dear 
that on tlie assumption that every first rate engmeer 
would cost at least 3,000 dollars annually, the Soviet 
Government would not have had the money to pay for 
so mucli help from abroad m any case Ihe problem 
had become a matter of accumuhtmg foreign currency 
to pay tlic salaries, a matter linked up with the foreign 
trade balance This pomt of view' began to outweigh 
the purely technical aspect of the problem 


3 

How greatly the So\ict Union is m need of foreign 
aid IS apparent from the figures published by Alexander 
Fisson m the Lkonomtchcskaya 7 hizn of March lotli 
1931 According to these fibres on May ist, 1930 
tlierc were engaged m the So\iet Union not more 
than 289,500 lughly qualified and scmi qualified native 
specialists Of these 111,168, or 384 per cent were 
" laborator} minded, and 66,317, or 22 5 per cent were 
technicians, whilcn2 195, or 39 1 percent were'‘factory- 
mmded without a theoretical training 
The number of these ‘ factory minded " specialists 
IS particularly great in induslml production and trans 
portation, namely, 55 2 and 65 9 per cent respectively 
The actual figuies pubhshed by FissOn were 



Influslry 

Tnnsportation 

Academiaans 

23 8 

go 

Tctimicjans 

209 

^S 

Practical specnlists 

21 91 

338] 

Practical j^ecialista •without 


f6S 9 % 

special training . 

333/ 
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The figures for the vanous branches of industry are 
as hereunder 



Factory 

minded 

experts 

laboratory. 

Quoded 

experts 

In the agncultvraj industiy 

3 4 % * 

0 2% 

la the numng industrv • < 

356 

48 

In the ImUdiiig industry . 

22 2 1 

62 

In tiie cheoiicaJ indnstiy 

336 

42 

In the melaliUfgic industiy , 


58 

In the gas and allied industnes 

287 

1 0 

In the electrical industry 

,6? 

142 

In the textile industry 

8 

$■9 

Expert econoausts 

1 91 

1 05 


The number of Russian sptciahsts employed was as 
follows 


la jadustrial pfoductioa « 
la tr^poTt&thoa 
In agncultnie 
la the buildiD; iodustiy 
iQ educational loaututiona 


109600 

J3SOO 

54 700 (5 4 % of the demaad) 
600 (22 2% of the demand) 
66300 


Total . sBgsw 


As the entire sphere of cdacation in the Sonet Union 
IS being slowly reorganised to conform wth the new 
social relationships, it will be some time before it will 
be possible to tram a sufficient number of technical 
worKcrs to meet requirernents This is freely admitted 
by the Bolsheviks themselves Thus, Lebedeff, m the 
Pravda, declares “ We are still in need of many 
thousands of specialists (The Jfagmtnaya Brojert 
requires a further 70a engineers and technicians, the 
Eastern Steel Trust as many as 2300) In 1931 the 
country was calling for a further 400,000 engineers and 
tedinicians, but the training centres and industnal 
schools were able to supply only 105 ooo ” Likeivise, 
m Sovtetshaya Sthr, W. Komarovsl^ says that " the 
siiools and technical institutes do not cover the 
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twentieth part of our requirements Tor instance in 
the year 1931, 1 437engmeers of various categories were 
needed :n Kusbass , only five \\ ere able to qualify In 
the year 1932 we shall need a further 2,086, the 
technical institutes can promise to turn out o^y 35 In 
1933, 2,447 be required, but in tJie meantime, 
0% 46 can be trained m Sibena Not until the 
year 1935 will specialists be turned out m reqiusite 
numbers ' 

The shortage of highly qualified technical personnel 
makes itself particularly fdt m railroad construction 
Projects that haic been taken up liy the Couned for 
Labour and Defence fad to reach completion on 
sdiedulc The construction of water-supply plant for 
the Ukrainian lines, aproject tow hich specim importance 
IS attached, was only 40 per cent under way at the end 
of the timesclicdulo 

Par more skilled workers are needed for the industnal 
development of Central Asia than the Bolsheviks thcra- 
sches expected In any case Moscow is unable to 
cope witli It from its own resources Moreover, local 
factors come into pla} here Tliesc factors arc a direct 
outcome of the methods employed by tlie Soviet 
Government for the development of these regions In 
the first place, the position lias to be considered m the 
light of the creation of the so-called autonomous 
republics of Kazak, Kirghiz Uzbek, Turcomen and 
Tadzhik A second factor is tlie tremendous speeding 
up of the production of coal, iron machinery, non- 
ferrous metals and cotton Thirdly, tliere are the 
pohtical and economic consequences of the premature 
opening of the Turkestan-Sibman railway 

All the Soviet undertakings in Central Asia are 
conceived on a big scale and constitute a tremendous 
dram upon Moscow's reserves of teclimcal personnel, 
ail the more so in view of the fact that from 80 to 98 
per cent of the inhabitants of these thinly-peopled 
areas in which the projects are to be earned out are 
illiterate Then, agam, national prejudices make them- 
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selves felt in these distant regions The natn e popula- 


the Russian industnes The move encountered some 
opposition Thus, Bychovslsy dedared that “ diffi- 
culties wll anse not only m the selection of the fore^ 
experts, but in getting these experts to adapt them- 
selves to existing norlang conditions and in creating 
an atmosphere of good-wiH between them and the 
Russian workers and specialists " It was held impera- 
tive, therefore, to create conditions of such a nature 
that the employment of foreigners would cease to be 
regarded by the workers as '‘unnecessary playing 

about", It was hoped that the workers would look 

• 1*1 1 1 » . 


what technical or executive personnel they needed, 
either directly from abroad or from the available supply 
at home This proved particularly favourable to 
Germany Relations between the Russian engineers 
and German industry under\vent a renascence, and 
Gennan manufacturers, totally ignoring the real nature 
of the Bolshevik aims, placed unbounded hopes in 
Russia as a future market for their goods Over- 


set up neti^eeu iiuiwixiisiievih. i^ubsiaii ^pcuoiui^ iuiu 
forei^ These misgivings deepened when the 
Russian speaalists and engineers began to form them- 
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selves mto groups, much to the dismay of the Soviet 
leaders \Vliat exactly was the position ^ It was, in 
truth, a very dangerous one Here were non-pro- 
letanan elements, working in close touch mth private 
capitahst undertakings abroad, now being given oppor- 
tumty to foster these connections uncontrolled Impor- 
tant techmcal and other infonnation could be discussed 
and exchanged within these engineering circles witliout 
reaching the ears of the Communist Party or the pro- 
letariat Of course, there uere the Party cells within 
the individual concerns These cells were entrusted 
with the difficult task of acting as supervising and 
informative organs , but there was always the likelihood 
of their being forced to capitulate m the face of executive 
authority and thus ceasing to be of any use to the Party 
High communist quarters began to suspect secret 
preparations for a counter-revolution and capitalistic 
encirclement No wonder the antipathy of the leading 
Bolsheviks to foreip specialists just about this time 
was httle short of enmity It assumed greater dimen- 
sions the less they were able to detect with their own 
eyes what was going on under the cloak of these 
relations Negotiations that were taking place at this 
time between the German Government and the Soviet 
Government, negotations that had been going on for 
nearly three years and that eventually led up to the 
Juridical and Economic Agreements of October 1925, 
did not tend to allay this mistrust Indeed, while m 
all outward aspects a rafprodiemsnt between the two 
Governments had been effected on the basis of the 
Rapailo Treaty, a movement had already been set on 
foot m leading Soviet busmess quarters, backed up by 
the intelhgentsia, aiming at an emancipation from 
German industry and German techmcal domination 
This outcry against German influence was extended to 
foreign trade and was even taken up by the Third 
International Thus it will be seen that the attitude 
of the Bolsheviks towards foreign assistance vacillates 
between two extremes and it is far from easy for an 



30 S SOVIET ECONOMICS 

outsider to tell svliich attitude happens to be in the 
asccndaniy at any given moment. Looking back, o| 
course, it is a simple matte to chart the ups and downs 
in the relations between the Bolsheviks and their 
foreign specialists. 

The next development occurred when tlie State itsell 
began to woo the sympathy of proletanan masses in 
foreign countries. It was forced into taking this step 
by the Communist Party, nbich had now embraced the 
theory ol the permanent world revolution. Tliis led 
Chichenn, in 1525, to elucidate Article a ol the draft ol 
a law with respect to nationahty. His statement was 


later, however, the posiuon was mourned to the extent 
that the Pravda came out wih the declaration tliat the 
worst illness that can befall a prolctari.in coiintiy and 

♦ Vfi Wrttif *r> •<* flArV’V'T 

■ : • ' '“Wc 

! . ■ ■ ■ ■ . , i ■lie pro- 

letarian immigrants feel at one with our proletarian 
family and give up lor all tune the thought of returning 
liome," the statement read In 1928, in the Sdachty 
trial, there occurred the first case ol a foreign worker 
giving evidence against a fellow-countryman in a 
Russian tnbunal. 

Thus the Bolsheviks are clearly determined to take 


cliaractcristic features. It is essential for a nghtful 
understanding of Soviet affairs to know just what these 
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features are They will also serve to explain the present 
position of the foreign ejqiert 

From the point of view of the class struggle, the 
problem of foreign assistance was not a factor of great 
significance pnor to the year 1929 Up to then, the 
Soviet Union had directed its appeal for assistance 
mainly to the "laboratory minded'’ expert The 
Bolsheviks had to make a sort of detour before they 
succeeded in bringing the problem once again within 
the compass of the dass struggle This detour was 
Soviet Russia’s re-discovcry of Amenca They chanced 
upon this discovery during their quest for instruments 
to enable them to achieve techracal emancipation and 
give them the independence they required to work out 
their own destiny 

Quite in keeping ivith these aspirations was the 
scheme to get a special techmcai commission in the 
Soviet Umon to elaborate projects for industnal 
planning without foreign aid, and then to send Uie 
designs and plans abroad for expert opinion It led to 
the despatch of dose on 400 Soviet technicians of all 
categories to Amenca, and about 1,000 to Germany, a 
small number was also sent to Japan These technical 
emissanes were instructed to study industnal con- 
struction and technique m the countries they visited 

All instructions to these commissions represented an 
endeavour to find an answer to two questions (i) In 
what specific fields and to what degree should the Soviet 
Umon adopt methods that have proved successful in 
capitahst countnes ? and (2), How can the Soviet Union, 
whose population is 85 per cent agranan, obtam 
sufficient industnal workers ? 

As a result of all these investigations it was reahsed 
that there were certain kmds of construction work and 
fields of production where it would be impossible to 
make any headway for seve^alyeaK^vlthout the presence 
of forei^ers On the ote hand, there was no one 
single industnal country capable of supplying the 
Soviets with all the techmcai personnel they needed It 
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was thought that, jn this respect. Amenca, Germany 
and Japan might very well supplement one another, 
each contributing in those fiel^ of its greatest achieve- 
ment But, as juready said, the chief outcome of these 
investigations was the re-discovery of Amenca, bringing 
about a partial emanapation from German technical 
domination The contnbution of Japan was restricted 
Tbs penod terminated with the despatch in 1927 of 
a study commission, headed by Semen Lobov, on an 
extensive tour of Western Europe and the United 
States The thesis formulated by this commission w as, 
in substance As regards methods of construction, 
we shall have to learn much from the Americans, 
nothing from the Germans As to the employment 
of foreign speaalists in industnal undertakings, it 
seems that the most practical course to take « ould 
he to enlist them in all those places m Germany where 
local conditions warrant such a choice German 
engineers will be useful to us On the other hand, the 
training of our younger generation of technical workers 
can take place best of all m Amenca, where many firms 
ar^repared to take our young people 
Tms explains why, in subsequent years, Americans 
be^an to play such an outstanding part in the new 


precision and abibty to get along ivith the Russian 

' _ ^ 1 J , OP 
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construction, and during its term of service made a 
thorough study of the Soviet transportation system 
There was another thing that the Bolsheviks got 
from America, something that has had more far- 
reaching results than even the actual technical assist- 
ance It IS their imphcit behef m the future of the 
Machine Age The Bolsheviks discerned that the 
American industnal development, scarcely half a 
century old, occurred in the absence of those conditions 
that provided the basis for the industnal expansion of 
Western Europe Amenca had no craft industnes as 
had England, Belgium and Germany Its supply of 
industnal workers was drawn from the immigration of 
agranan elements, a good proportion of whom came 
from Russia Hence the Bolsheviks concluded that it 
was not imperative for them— 

(c) to rely on the 18 milhon workers engaged in the 
home industnes where there was stiU con- 
siderable hostility to Sovietsm, and 
(i) to build up from below a system of techmcal 
education, similar to that of Germany but 
rather adopting Amencan, that is, Fordian, 
ideas 

The Soviets now held cheap labour to be just as 
necessary for the development of the production of 
consumption goods as modem machinery , they wanted 
the machine-minded worker So they deeded to make 
the factory school their trump card 
For the most part the projects entrusted to the vanous 
categones of engmeers m the Soviet Umon are gigantic 
and magmficent conceptions of the human mind and 
their re^sation would surpass all that has been achieved 
up to now m any other part of the world This in 
itself explains u hy some of the best brains in the world 
have been eager to ofier their services Even the work 
of reconstruction, whose prime aim is to rationdise the 
productive capacity of the old umts of production, 
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offers jobs of T'I-' 

to all young 
tects and otli , 

increasing the output of a glass works or smelting 
furnace, or of equipping a mine, personal ability and 
individual initiative are allowed full play, espeaally 
in those places where the State has taken steps to 
safeguard foreigners from acts of sabotage and envy 


estimated, is that the manufactiirmg industry in 
czarist Russia was bmlt up on private initiative and 
had its ongins in the home mdustnes Ths is par- 
ticularly true of the ceramic timber, chemical and 
food stuff industries In the course of time patri 
archal conditions had established themselves m these 
mdustnes, and this state of affairs persisted after the 
Revolution The workers were content to remain m 

* ’ -J iV 


sometimes iiappeneu luai me uiiui, t.wvuu 

stand solidly behind the engineering staff and the com 
rounist directors in opposition to the innovations 
proposed by the foreign emerts The workers feared 
the consequences of ratonausation Handlmg cases of 
this kind called for a great deal of tact on thepart of 
the foreign expert On one occasion, a young (rtiman 
enj:ineer^ recognising the significance that attaches to 
the workers' press cwrespondents, put his trouble 
before them and thereby succeeded in getting it into 
the local newspaper The Imsha took the matter 
up, with the result that Party quarters sent down a 
secret commission of mspection Inspection proved 
the German engineer to have acted nghtly, and when 
further inquiry placed his rdiability be} ond doubt, the 
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matter was brought to the notice of the supreme 
authorities The final outcome was that the entire 
chque responsible for the trouble in that Novgorod 
factor}' on the shores of Lake Peipus was first severely 
reprimanded and then dismissed under threat of 
repnsal 

It will be seen from the foregoing that foreigners m 
the Soviet Union have to expect a considerable amount 
of mistrust It not infrequently happens that they are 
regaided as agents or emissaries of the Commumst 
Party Moreover, when anything goes mong in a 
factory after the appearance there of a foreign engineer 
or specialist, it is sure to be put down to lus account 
Far from working hand m hand with the foreign 
empIo}'ees, the trade unions and party organs seek to 
supervise then activities by ehcitmg matenal from the 
native personnel If, despite these encumbrances, 
work IS proceeding pretty much according to schedule, 
this IS owing, first to the tact and mtelhgence displayed 
by the foreigners, secondly to the fact that lugh Soviet 
authorities have come to realise that they will never 
attam their objectives unless th^ are able to continue 
to rely on foreign assistance, and finally to the methods 
adopted for spurring on the workers to give of their 
best Shock-bngades > Light-cavalry bngades 1 We 
have not space liere to descnbe the other side of the 
picture 

The peaceful development m the relationships be- 
tween foreigners and ttie native personnel suffered a 
setback in consequence of the so called Schachty tnal 
which occurred m 1928 For pohtical reasons, as also 
with a view to the worteca tn put more ‘ ' pep ’ ' 

in their work, tiie Soviet Government took upon itself 
to prove that leading capitalists abroad were using 
foreign speciahsts as their instruments in a campaign 
aiming at the disruption of Soviet industry, by such 
acts of sabotage as would hold up the reiisation of the 
Five Year Plan The senselessness of this accusation 
was plain enough But it had its deeper aspects The 
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the correctness of these assumptions* To be sure, 
evei^thmg was done to induce the outside world and 
the illiterate Russian masses to believe that the Flv^ 
Year Plan could he achieved in four years A ^vay out 


' the relations between 

1 engineers 

treatment of foreigners 
entered upon its proletarian phase Efforts w ere again 
made to discriminate between foreign specialists and 
foreign workers The Trade Unions set up special 
propaganda bodies for winning o\er these foreign 
w orkers to the Communist Party Internationa) circles 
were formed for this purpose m Leningrad, Moscow, 
Kharkov and other places Furthermore, these foreign 
workers were egged on to utilise their connections with 
their home country with the object of furnishing the 
Communist Party with information They w ere asked 
to put themselves m touch with former fellow-workers 
at home and to induce them to send information on 
subjects ranging from general aspects of factory con- 
duct down to industnal secrets How dibgently these 
instructions have been earned out is shown by the 
numerous cases of industnal espionage occurring in 
recent times, particularly m Germany 
Nothing of outstanding moment was done to make 
the foreign speaalists feel a common destiny wth 
Soviet power Nothing was done in the way of 
guaranteeing native workers the nght to retain their 
jobs, therofy awakemng sympathy for proletarian 
dictatorship among the forei^ workers, making them 
feel a common destiny wth the Soviet power. On the 
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other hand, just when the position of the Russian 
workers was at its worst, m those days of acute housing 
shortage and minimum food and clothing rations, when 
the standard of living was at its lowest, preferential 
treatment began to be accorded to foreigners What 
more natural than that the aeation of the so called 
“ valuta stores ” (Torgsm), where it is possible to buy 
practically everything and m any desirable quantity 
m exchange for foreign money, should cause bad blood ? 
Smce then, the situation m which foreigners find them- 
selves m the U S S R is one that is growmg more un- 
comfortable every month Close observers are wiUmg 
to regard it as a stage of transition,” yet it is doubtful 
whe^er the general position of foreigners in the Soviet 
Union will improve much until the whole of the 
methods adopted by the Bolsheviks for the utilisation 
of foreign brains and skilled labour undergo a radical 
change It is therefore not our present intention to pass 
on to an investigation of the question as to the vahdity of 
agreements and the prospects to be held out to foreigners 
in the Soviet Union All we could do would be to put 
forward facts that are already common knowledge 
On the other hand, considerable significance attaches 
to another aspect of the problem 
Present conditions have compelled the Soviet Govern- 
ment to depnve foreigners of a privilege that, in the 
past, has been such an attractive feature of employ- 
ment in the Soviet Union It enabled them to ignore 
all the hardships and discomforts they had to suffer 
and all the hostile attacks they had to face That 
privilege was the right to demand payment of at least 
a portion of their salary m foreign currency The 
Soviet economy is simply not m a position to pay in 
foreign currency, since the world depression has created 
pnees in foreign trade whidi make it impossible to 
collect sufficient quantities of foreign currency In 
this cntical moment, the Bolsheviks were brought to 
reahse the enture abortiveness of ail their efforts to gam 
the sympathy of the broad masses of workers m other 
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countries A clause in the labour contract drawn up 
betw een the Soviet authorities and any person accepting 
employment in the Soviet Union is to the effect that 
the said person m\\ not be worse off than Russian 
workers of the same category Until this clause is 
done awav with, all persons entcnng Soviet service 


accepting employment m the Soviet Union is expected 
to renounce all claim to be provided ivith good 
lodging or to be paid m foreign currency Foreign 
communists domiciled in the USSR have pro- 
tested against this state of affairs lust as vigorously 
as anyone else and have even allowed themselves 
to be held up to scorn and called “ Kulaks " in the 
Soviet newspapers These communists were (piite 
contented with their lot as long as they were given 
a position of social pnonty Among the many cases 
that have been brought to my attention iras that 
of a German foreman who, two years ago, was loud in 
I j«. M in which the Bolshevik 

' • .v’s destiny. Trnlay, 

denunciation of im 
' andits, because they 

altered his labour contract m the sense that payment 
would be m roubles instead of m marks ihat this 
case IS no exception to the rule is shown by the fact 
that large numbers of former communists who left the 
Soviet Union and returned home have become the 
most bitter antagonists of the Commumst Party and 
its methods This, apparently, is the reason w hy com- 

„ J* 2.. 


ment is facing defeat on a big scale and consequently 
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IS being forced more and more to fall m bne vuth 
general trends m world economics and world opmion 
Competent observers still iail to see liow the Soviet 
Government wll be able to e^tncate itself from this 
dilemma The Soviet leaders are quite aware that, as 
things stand m the world to-day, and with the whole 
of the Soviet Union presentmg the appearance of a 
builder s yard, they cannot get along without foieign 
brams fhe position at the moment is such that if 
only about one fifth of their foreign helpers refused to 
carry on, then m all likelihood the wheels of the process 
of mdustnajisation would be throwm completely out of 
gear The fact is, the Bolsheviks have actually sue 
ceeded in making Russia more dependent upon the 
outside world than ever before It is therefore largely 
withm the power of her foreign techmeal assistants to 
determine whether this state of affairs is to be over- 
come withm the space of the next five to ten years 
The significance of foreign assistance is thus seen to 
have Its political as well as economic aspects It is 
political in the sense that there is always the possibihty 
of umted action on the part of the foreign workers 
Within the Commumst Party of Russia various 
proposals have been put forward for overcoming these 
(kingers It is held that the necessary readjustments 
might be effected if more were done to discnrainate 
betlveen foreign brams and the mass of foreign workers 
This 15 based on the false assumption tliat these foreign 
workers have been brought up to beheve m the nght 
to higher pay of higWy-tramed specialists and staUed 
workers But the mass of foreign workers would oppose 
these tactics for the simplereason that they wouldbe the 
lexers Consequently a further suggestion has been 
made to establish settlements, or colonies, run entirely 
by foreigners, for instance m one place an All Amen- 
can undertaking built up on Amencan ideas, m another 
place a German umt run by a colony of Germans 
accordmg to German methods PreparatioiK are 
already under way for a start to be made m this direc- 
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tion in tlie Kuznetsk Basin where the Lemnsk mine 
IS being developed more and more \vith the aid of 
Amencans, while the Zhtieglovsk mine is becoming 
increasingly a German affair 
The idea behind this plan, however, is not to allow 
* ’ 1 


River to German engmeerst’ Very soon a wnnaii 
colony of at least 500 workers of £ul categories would 
be established here The workers would bring along 
their fainihes, a new generation would grow up and it 
would not be long before the colony had attained 
considerable dimensions Assuming that the idea is 
to get the highest possible economic exploitation of 


reckon with such an eventuality io be sure, ii uie 
Soviet Govemment does take this course it wUl have 
to batter a breach in its own system and, with the aid 
of foreigners, destroy the communist foundations of 
Bolshevism 

Note Sowietgaengcr-Vereimgung ’ (Association of 
Soviet Russia’s Foreign Tedimcal Workers) is the name of 
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an organisation that has recently been formed by the author. 
Its headquarters are in Berlin. Its objects are to enlighten 
the unemployed of all countries on working conditions in 
the Soviet Union and to look after the interests of foreigners 
in Soviet employment. 
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One reason why the Soviet Union is so interesting to all 
of us is because there is no other country m the world 
like it It IS unique to-day But has it a parallel in 
history’ Was there ever in the world a great sopiety 
organised like the Soviet Union ’ Let us see I want 
to quote from a description of a certain nation, and 
because it makes such a cunous impression I shall 
substitute for the name of that nation the Soviet 
Umon Here it IS 

'■ The Soviet rule was a form of State sociahsm In 
the course of expansion the Bolsheviks from a party 
became an official caste, constituting eventually a 
huge bureaucracy The inhabitants acquired a mental- 
ity remarkably responsive to discipline The com- 
munistic system seems to have dated from the earhest 
times Intensive supervision was a condition of the 
pecuhar form of government All produce, agricultural, 
pastoral or mdustnai, was fundamentally State 
property Trade was practically non-existent Some 
form of labour was exacted from every member of the 
community Lands were apportioned for cultivation 
m accordance with the size of families but the produce 
was essentially State property In fact the whole of 
the produce of the Soviet Umon was pooled and dis 
tnbuted according to a regular system The industrial 
population were supported by the agricultural popula- 
tion, who m turn received a proportion of textiles and 
317 



SOVIET ECONOMICS 


3iS 

other manufactared goods. The distribation of raw 
mafena], as veil as manukctmed ariides, tvas carried 
oat on a regnlar sj’slem " 

;■ .. -i.L — --r* !c5i-enrale save for the 
; ; ■ ■ ■ • ■ "the Soviet Union, 

" : : • • ■ ■ ■ It is a quotation 

from the EncydoptEiia Bnlamtca, descrihmg that 
fascinating, patriarchal, Commuiust empire of the 
Incas that pew ap on the Pacific coast of South 


I’rcscott in his Con^uesI of Peru, and no one can read 

.. -j—*r'.-tprise 

. ■ ■ -n the 

' , ■ ■ ■ ■ issage 

from Prescott ■ "Aoriiaacouid UCteVmC 4>M14 4 u Pern. 

No man could become poor. No spendthrift could 
naste his substance in notoas luxury. No adventurous 
schemer could impoverish his family by the spirit of 
speculation. The law was constantly directed to 
enforce a steady industry and a sober management of 
his affairs. No mendicant was tolerated in Peru. 
When a man was reduced by poverty or misfortune 
the arm of the Law was stretdicd out to minister 
relief— not the stinted relief of private charity nor that 
which is doled out drop by drop but in generous measure, 

' *c,o ^Wo,,+ Af It pud placing 
' ‘ ■ ■ . ncn. No 


■ ■ ■ ■ ' ■ Peru, hut 

■ ■ .dmbition, 

, i ■ ' "it of dis- 

444U..A j .he minds 

of men, found no place in the bosom of the Perurian. 
No Peruvian was toe ' e '•! 

government. None : ' li ' ' 

to feel his dependenc ' , . . ■ 
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Hisvery existence as anin^vidnalwas absorbed in that 
of the community. His hopes and his fears, his joys 
and his sorrows, the tendeiest sympathies of his nature 
which would most naturally slniuk from observation, 
were all to be regulated by law. He was not alimved 
even to be happy in his own \ray. The government of 
the Incas was the mildest but the most searching of 
despotisms.” 

Does this not sound very much like what some of us 
imagine may be the ultimate condition of society in the 
Soviet Union ? Of course there are obvious difierences 
between the Empire of the Incas and the '' First 
Workers and Peasants Republic.” A critic might 
single out at once the djmastic character of Inca rule as 
difierent from the “ dictatorship of the proletariat.” 
This, however, does not appear to me to be the greatest 
difference. The greatest difference appears to me to be 
the fact that the Empire of the Incas had no com- 
mercial contact Avith lie outer world. It had no 
foreign trade. The Empire of the Incas was a complete 
andperfect Autarchy. It had, as far as I can discover, 
the first Planned National Economy on a great scale. 
This planned economy was so perfectly organised that 
no medium of exchange was necessary. The Peruvians, 
fabulously rich in gold, did not know its meaning as 
money. They had no medium of exchange, and the 
complicated transactions of production, distribution 
and exchange were carried on by a species of book- 
keeping fantastically shnple and astonishingly effective, 
lacking a written langu^e, they kept books vith an 
instrument called the QuipQS. The Quipus was a rope 
and the record was kept by tying Imots in the rope, 
Imagine the Soviet Supreme Council of National 
Economy keeping its records on Klometres of rope tied 
in thousands of Imots, Now this perfect little gem-like 
Autarchy of the Incas broke down at the fct contact 
with^ the outer world. Ten years after the first landing 
of Pizarro in 1527 the conquest of Peru was effectually 
completed. And here we may find another curious 
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comparison between the history of that ancient State 
socialist empire and the huge new State in the East 
Peru was an Autardiy by compulsion She was an 
Autarchy because of the Andes mountains and the 
Pacific Ocean because geo-pohtical barriers kept her 
isolated and forced her to be self sustaining At the 
first breakdo\vn of the barrier she went under Just so 
the Soviet Umon is tending towards becoming an 
Autarchy by compulsion But the compulsion in the 
case of the Soviet Umonis not the presence of mountains 
and of the ocean but the lack of them The com 
pulsion for the Soviet Union is not the lack of contact 
wth the outside world but too much contact and the 
fear that this contact may have the same result that 
It had for Peru 

There are many other aspects from which one can 
regard the phenomenon of Soviet Foreign Trade But 
it seems to me that this aspect makes plain more of the 
unique characteristics of Soviet Foreign Trade than any 
other For this is what chiefly distinguishes Soviet 
Foreign Trade from the trade of any other nation,— 
the fact that Soviet Foreign Trade is the instrument of 
national policy that this national pohey, while it 
has many remote goals has one great immediate goal 
and t^t IS the establishment of national security 
against external attack 

It IS perfectly logical to go ahead from this po nt 
and reason that when the nation is perfectly secure 
against external attack it may also be m a position 
to become aggressive This does not alter fte fact 
that for the moment Soviet national policy is con 
centrated upon the task of bulling an impregnable 
defence against the outside world And to accomplish 
tins defence it is necessary first of all for the Soviet 
Umon to become economically independent, self 
sustaining m every respect 

When the Soviet Unions economic structure had 
crystallised into somethmg like its present shape and 
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when foreign trade was resumed with the outside 
world the Foreign Trade Monopoly was an integral 
part of the system What is a Foreign Trade Monopoly, 
and why was it necessary ? The simplest defimtion of a 
Foreign Trade Monopoly is that it is an institution 
that does all the importing and exportmg of the nation 
Every ton of gram every pound of butter, every 
kilogram of petroleum, every stick of lumber sold 
abroad by the Soviet Union is sold by the Foreign 
Trade Monopoly Every piece of machmery, every 
typewriter, every ton of metal, every bale of cotton 
imported by the Soviet Umon is bought abroad by the 
Foreign Trade Monopoly No citizen of the Soviet 
Umon can buy anything from abroad except through 
the Foreign Trade Monopoly Not even the Soviet 
Government trusts can buy or sell abroad except through 
the Foreign Trade Monopoly 

Why was the Foreign Trade Monopoly so necessary ? 
For years almost every country that essayed to resume 
commercial and diplomatic relations wth the Soviet 
Umon attempted to make it a condition of resumption 
that the Foreign Trade Monopoly should be either 
abolished or modified For years the Soviet Govern* 
ment resisted every such effort and in the end succeeded 
m maintammg the Foreign Trade Monopoly intact, 
even at the cost of many concessions that might have 
been obtained for a compromise Why did the Soviet 
Government consider Uie Foreign Trade Monopoly so 
unalterably essential ? 

To understand this it may be useful to imagme a crude 
httle example of what might have happened if the 
Foreign Trade Monopoly had been abandoned Suppose 
the Soviet Government had given in durmg the penod 
of re-estabhshment of relations with abroad That 
was a time when there was still a good deal of pnvate 
trading going on in the Soviet Umon It was the aim 
and the effort of the Soviet Government to replace all 
private trading by State tradmg But the State 
tradmg institutions, the wholesale trade and the retail 

M 
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the nation That is to say, a State shop or a co- 
operative shop had to sdl at prices that would render a 
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almost exclusively agricultural Russia Under these 


the return of the private trader to economic po\ver m 
the Soviet Union during its initial penod of reconstruc- 
tion was the fact that the Government controlled the 
source of consumption goods By reason of its owner- 
ship of mdustnal production at home the Government 
could sell at wholesale prices to whom it pleased, and 
It did not please to sell to private retailers But 
imagine what would have happened if there had been 
no Foreign Trade Monopoly Let us suppose a one 
time wealthy gram trader of Kharkov had saved a few 
roubles, enough to buy several tons of gram He sells 
his gram abroad, and with the proceeds buys and im- 
ports shoes He turns the shoes over tohis son, who runs 
a small shop With shoes at such a premium that a 

vka V /wi nv*riiiTi^ 


dis SOU', useffide prormVttr ihiy'severa:i\vagum-ibaa!rm' 
gram This he exports, buys more shoes and so the 
circle goes Although this illustration is crude and over- 
simplified, it nevertheless gives a dear enough picture 
of why the abandonment of the Foreign Trade Monopoly 
might have been the precursor of the return to private 
capitahsm m the Soviet Umon 
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Thus the essentially important character of the 
Soviet Foreign Trade Monopoly is clear, and it may be 
understood why Soviet spokesmen constantly referred 
to it as the " keystone of the socialist system ' We 
are, however, more mterested m it now as the mstni- 
ment of the present national policy of the Soviet Union, 
a national pohcy that is to-day very frequently inter- 
preted as a policy aunmg at the erection of an Autarchy, 
that IS a completely sdf sustaining economic system, 
entirely divorced from abroad There are good grounds 
for this interpretation, but before discussmg them it 
might he well to examme the common charactenstics 
of the tendenaes towards Autarchy that we can daily 
see manifestmg themselves m many other countnes 
beside the Soviet Union 

The most important common charactenstic of all 
these tendencies in all nations is the fear of war The 
Marxist probably would put the desire of private 
capitahsts to make a profit ahead of the fear of war as 
a cause of the desire to erect an Autarchy It is true 
that the profits to be earned behind a prohibitive 
tanff wall have a great deal to do with the erection 
of that wall, but these tariff walls never reached 
such dimensions and their effects were never so catas- 
trophic before the penod m which we are now living, 
and this period is charactensed above all by the 
recollection of the last ^va^ and the apprehension of 
its repetition 

This fear of war is most acute on the European 
contment, andhere are most evident the vanous forms of 
artificial forcmg of industry and agriculture— but parti- 
cularly of agriculture, as a means of msurmg the greatest 
possible degree of national economic independence 
And if it IS the fear of war that is the most common 
charactenstic of tiie tendencies among vanous nations 
towards Autarchy, it is also true that that nation which 
most acutely fears war is the one that appears to tend 
most strongly towards Autarchy, namely, the Soviet 
Umon For m this reject, also, the Soviet Umon 
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sistcnt, persistent and nttcr-cndmg war alarms so«n 
frtjm Moscow arc meant sincerely. The alarms Ji 
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firel, Ihnt the success of the sooslist ss'stcni in 
Soviet ■ ,L,. -c 

the wo 
penult 

nttempt to oserthrow the Sonet sjtslem by mo!ci 
O ther nations ma> have many reasons for fearing v 
but no otlier nation Ira its reasons for fcanng ' 
rooted in its entire s)^^ of political thought ] 
ssuthin the capitalist system depends si jou lAc u 
the accidents of national rindija But ss-ar betss 
the capitalist and the Sosacl systems is, accordraj 
the Sosact philosophy, quite incntable, and the o 
" accident ' that could happen would be the iron 
" accident " lliat the capitalist waitld may be too ra 
in love walli its comfortahlc illusions to belies c that 
Sosact sj'sicra can lie successful, and that the capita 
arorld may continue to chcnsli its bebef tint the Soi 
system is failing until the moment when the Soi 
sjaslcm has succMded so far that no attempt by 
capitalist ss-orld at intcrs'cntion can liopc for i 
success There arc plenty of dose ohsenfrs of 
Soviet Union who bclicsc that this moment has alrei 
been passed Tliat docs not pres'ent the Soi 
Government from exercising cscry cllort to furt 
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improve the nation s capacity for defence through an 
ever greater degree of economic independence 

In this effort the Foreign Trade Monopoly is an 
inevitable instrument It has enabled the full con 
centration of every national resource upon the fulfilment 
of the Five-Year Plan The Five-Year Plan, of course, 
IS only one hnk in the chain of plans that must 
charactense the economy of any socialist State Social- 
ism without national plannmg is unthinkable But 
this particular Five Year Plan, the first, has a defimtion 
of its own that may be worth while to remember m any 
discussion of the question of its success or failure 
One can only discuss the success or failure of a plan 
when one has defined its objective The Five Year 
Plan IS the plan by means of which the Soviet Union 
proposes to make itself so utterly independent of 
outside sources for all its necessities that, should a 
united capitalist world m 1933, the end of the Plan, 
lay down a universal boycott agamst trade with the 
Soviet Union, the Soviet system could not only continue 
to exist, but carry onwithitsprogrammeof mdiistnahsa- 
tion and socialisation This does not mean that the 
Soviet Umon hopes to be completely industnahsed by 
the end of 1933 It means only that by that time 
there will have been introduced into the country 
sufiicient instruments of production to enable the Soviet 
Umon to carry on the process of mdustnahsation, 
if it were forced to do so, without any more contact 
with the outside world 

The converse of this proposition is also true That 
IS to say, if the Soviet Umon, now apparently striving 
with the means at its disposal toward an absolute 
Autarchy, is not subjected to a boycott is not attacked 
from abroad, there is no reason to believe that it will 
persist m the maintenance of its Autarchy On the 
contrary, there are many reasons why it should not 
only continue its commerce with the outside world, 
but should expand this commerce vastly 

It IS interesting to obsawe, however, that until now 

M2 
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the only really senous menace to the accomplishment 
of the Five-Year Plan has been not boycott from 
abroad, nor war, but the fact that the Five-Year 
Planners reckoned too confidently on the stabihty of 
the capitalist system abroad There have been no 
effective bars against Soviet trade in any important 
countnes abroad Onlyftvenationsattemptedsenously 
to boycott Soviet trade They were Canada, Roumama, 
Jugoslavia, Bulgana and Hungary Crying protests 
against so-called Soviet " dumping,” these five nations 
closed their borders against anything from Russia 
Moscow was once more aroused from diromc to acute 
alarm But what did these measures amount to? 
They meant that the Soviet Union, out of an average 
total export of around i,ooo milhon roubles, had to 
find a new outlet for about 2 miUion roubles' t^orth of 
goods That is to say, the Soviet Umon had lost one- 
fifth of one per cent of its exports For 2 inilhon 
roubles was the total amount of Soviet exports pre- 
viously taken by these nations Not a single great 
nation, not a single large taker of Soviet goods has 
interposed any enective ban on trade with the Soviet 
Umon And this for the very sound reason that trade 
with the Soviet Umon has b^n a profitable affair, and 
for the reason that those countnes which have been 
injured by so-called Soviet ' dumping " are injured for 
the most part not m their home market, where they 
can protect themselves by tariffs or other restrictions, 
but m their foreign markets, inhere they have to com- 
pete on even terms mth the Soviet Umon The only 
effort made by any great nation to check Soviet trade 
^vas that of France France estabhshed a hcence 
system a^^Tist the import of Soi’iet goods in October 
1930 Her move %vas wdely heralded by Moscow as 
the long-awaited opening cinve for formation of an 
anti-Soviet front But the French abandoned their 
li cence sys tern after a few months' expenence had taught 
them that, due to the robust repnsals of the Soviet 
Umon, France lost 8a per cent of its exports to the 
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Soviet Union wMe tbe Soviet Union lost only 14 per 
cent of its exports to France A survey of all the 
European nations and of the chief non-European 
nations doing a sipificant trade with the Soviet Union 
shows that nowhere are to be found any important bans 
on Soviet trade that do not exist equally for the trade 
of all other natons 

On the contrary, a close examination of the relations 
between the ^viet Union and the important countnes 
with which it trades shows conclusively that the Soviet 
Union, far from suffermg under umque disabilities, 
enjoys unique advantages m many countnes First of 
all, it enjoys m every country the unique advantage of 
making all its purchases and sales through the Foreign 
Trade Monopoly The advantages of large-scale buying 
and selling are too famihar to need discussion They 
become all the greater when the buying and selhng are 
done by a complete monopoly Through tbs monopoly, 
withits agents m 52 countnes, the Soviet Union can seek 
out the most profitable market for its own goods, and 
m its purchases can play off not only one seller agamst 
anotlier but one nation against another Secondly, 
the Soviet Umon enjoys umque advantage m the fact 
that a group of nine nations, headed by Germany, Italy 
and England, provide government guarantees for trade 
credits advanced to the Soviet Union, and these trade 
credits have reached such dimensions that they operate 
as substitute for the loans that the Soviet Government 
so long sought but never obtained 

Just how large the short-tenn loans are and how fast 
they have grown may be judged from the estimate of 
ilrA ?)'£nr£mgVam on ■Russian Economic Uondi- 
tions, wbch recently published a table indicating that 
the total Soviet short-term debt was in the neighbour- 
hood of 855 million roubles on October ist, 1931, as 
against 625 milhon roubles twelve months before Nor 
IS the Soviet Umon s short-term debt for so very short 
a term after all, if the ^timate of a wnter m the 
Economist may be trusted Tbs ivnter, analysmg the 
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credit terms obtained by the Soviet Union in the last 
se\ eral years, arrives at the conclusion that the terms 


let Union is 

nc considerable 

en I Bureau of 

, otal private 

indebtedness of Russia to foreign countnes before the 
war This very considerable sum of trade credits has 
been advanced to the Soviet Union 3ust after the 
repudiation by the Soviet Union of the entire pre-ivar 
debt of Russia, amounting at the time of repudiation 
to 13,823 million roubles according to Pasvolsky and 
JlouUon And the trade credits to the Soviet Union 
were begun m a modest way as early as 1924, just seven 
years after the repudiation Should this be an occasion 
for surpnse^ I do not think so It is extremely 
interesting in this connection to read the observations 
of Dr Leopold Heineraann id a contribution to Der 
beuUche Oehonomi$t entitled '* Zur Theone und Praxis 
des Staatsbankrotts *’ Dr Hememann sets forth that 
in the nineteenth and twentieth centuries no less than 
nine European countnes went bankrupt, some of them 
as many as five times, and eadi time the bankrupt 
State ^va5 soon taken back into the fold of international 
finance He cites the bankruptcy of Prussia in 1807, 
of Westfalen in 1812, and of Kurhessen m 1814, of 
Holland in 1814 He lists no less than five State 
bankniptaes of Austna, six of Spam , endless arbitrary 
conversions m Portugal in Turkey, in Greece and Serbia 
And finally he comes to the interesting conclusion that 


StaatsschuldverplichtUDgen,den Anspom 2x1 erhebhchen 
neuen Kiediten seitens aus andischer Kapitahsten gab “ 
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This histoncal observation should be welcome 
more than one State at tins uncomfortable moment 
world financial affairs I do not believe, however, th 
it IS an observation that affords much comfort to t 
Soviet Umon For while many bourgeois States m 
go into virtual bankruptcy, declare moratona etc , ai 
still be received, so to speak, in good iinancial sociei 
the Soviet Umon cannot do so I know it is nsky 
venture prophecies, but I shall take the nsk of expressi: 
my behef that it is just about as likely that the Sovi 
Union ^vlll put on green eyeglasses and flee to Sweden 
it IS that the Soviet Union will default on its paymen: 
I shall give my reasons for this belief later, but first 
should like to discuss why the question of the Sovi 
Union s ability to pay has been so acute of late Tl 
leads us back to the previously expressed opinion th 
tlie only reafiy senous threat to the Soviet Umon h 
been neither boycott nor war, in other words, no actr 
aggression on the part of the capitahst world again 
the Soviet Umon, but rather the fact that the Sovi 
Union counted too confidently on the stability of tl 
capitalist system abroad, and interlaced its ov 
economic system too closely with that of the outsii 
world It is certainly ironic that the Soviet syster 
whose proponents confidently announce that its succe 
will mean the doom of the capitahst system, should 1 
threatened by the disoiganisation of the capitali 
system And it is even more iromc that the Sovu 
Union's most imposing attempt to achieve iniiependent 
of the outside world, namely, the Five Year Plai 
should be threatened just because the Soviet Umon fi 
the sake of eventual independency accepted for tl 
tune being a greater d^ee of dependence on tt 
outside world 

For the pnme advantage sought by the Soviet Umo 
in the repudiation of the czanst debts was independenc 
of the outside world To day this independence ha 
been sacrificed, and for the moment, at least, an 
probably for some time yet, the Soviet Umon promise 
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to be as dosely bound up with the economic fate of the 
world as any other nation The acceptance of a debt of 
S50 miiiion roubles, about equivalent to one year’s 


First of all, die fall m world pnces of ‘commodity 
goods, and particularly the fall in prices of those types 
of goods chiefly exported by the Soviet Union, ivas not 
foreseen and could not have been foreseen when the 
Plan ivas set forth in 1928 Nor could it have been 
foreseen that a wave of what might be descnbed as 
national economic hystena would seize the world in 
it|3i and overwhelm the world markets with a succes 
Sion of embargoes, restriction of imports, prohibitive 
tariffs and valuta restnctions that have combined to 
bring about almost a paralysis of world trade To 
understand the effect upon the Soviet Umon of tbs fall 
in pnces and of these trade restnctions, it must be 
remembered that the Soviet Union is dependent uwn 
its foreign trade in a way different from any other 
nation For the FlV^Year Plan is a plan that depends 
to a large degree upon imports for its fulfilment The 


I 

machmes Any interruption of this unport dunng the 
Plan would necessarily mean a dislocation, a sloiving 
down of the Plan. 

Hence it is clear that the Soviet Umon should have 
an urgent interest in keeping up its unports to Plan 
level’, fiut until fie Sjvief tfhion began to receive 
trade credits in considerable volume, the only way tt 
could pay for imports was by exports In the long run 
exports still remain the only means of paying for 
imports, and credits meant oidy postponement of pay- 
ment through exports. Having to pay with exports, 
and being forced V reason of the Plan to keep up its 
unports to planned level, the Soviet Umon was forced 
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to do everything in its power to keep up its exports to 
that level And tbs is where the world economic 
crisis got in its destructive work 
A few figures will make plain what the effect of the 
crisis has been upon the Soviet Union’s foreign trade 
According to the Govemment Planning Commission of 
Moscow, the Five-Year Plan for^aw that in the year 
^932-'33, total exports should reach 2,627 niilliou 
roubles and total exports 2,040 million roubles It was 
foreseen that during the Five-Year Plan a steady 
increase of foreign trade should take place until at the 
end of the Plan the total tomoTCr should be at least 
twee what it was m 1928 And the Plan provided for 
a steadily increasing active balance What actually 

the exports were 799 milhon roubles, tS imports ^3 
million, leaving a passive balance of 154 miffion In 
1939 the exports were 923 nulhon, the imports 880 
nulhon, leaving a passive balance of 43 nmhon In 
1930 the exports were 1,036 imlhon roubles, the imports 
1,058 million, leaving a passive balance of 22 million 
In 1931 the exports were 811 milhon, the imports 1,105 
milhon roubles, leaving a passive balance of 294 million 
roubles Thus it is plain that the planned figure of 
2,627 milli on roubles exports for 1932 cannot be 
acbeved, and the indications are that the exports at 
the end of the Plan will not be much more than they 
were at the beginmng of the Plan Yet it is important 
to remember that ftese figures show the exports in 
terms of returns from exports Furthermore, during 
this penod, when the Soviet Union maintained its 
exports at approximatdy the same level, nearly all 
other countnes suffered a deaeasem exports amountmg 
to as much as 50 per cent 

It IS a tremendous acbevement to have mamtamed 
the value of exports in the midst of the world economic 
cnsis at a level approximatmg to the level before the 
crisis For in order to keq) the value up dunng a 
penod of falhng pnees it was necessary to export m 
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quantity a great deal more, so much more, in fact, that 
by 1930 the quantity m tons of Soviet exports was 
about double that of 1928, whereas the returns were 
only about 20 per cent more In other words, if world 
pnces had not fallen to the extent they did fall the 
Soviet exports would have come much nearer to 
fulfilling the Plan In view of the obvious compulsion 
upon the Soviet Union to export as much as possible, it 
IS hardly worth discussing the ancient and quite tenable 
charge that the Soviet Union has pursued a policy of 
dumping for the purpose of promoting economic 


exchanges, as in the gram market, Soviet pnces are 
just a shade below their competitors’. On a market 
where the Soviets must compete with powerful bourgeois 
trusts, as in od, the Soviets cut fairiy heanly On a 
market where the Soviets are new and where they must 
cstabhsh themselves against strong and settled com 
• ' ’ On a recent 

was unable to 
Viet Union of 

its trade abroad to further commumst pohtical ends, 
but plenty of evidence of the use by the Soviet Union 
of its trade with abroad to further its national pohtical 
ends 

If there are any exceptions to this price pohcy of the 
Soviets, I believe a careful examination of them wU 
show that they are due a great* deal more to bad 
management than to any attempt to upset markets for 
Commumst purposes I wish to emphasise that I am 
speaking only of this particular current penod I do 
not "Wish to deny the jwssibihty that the Foreign Trade 
Monopoly of the Soviet Union might tn the Jutuu 
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prove a valuable instrument for the direct accomplish 
raent of those Conunumst aims that form the pohtical 
basis of the Soviet Union Just at present, however, 
every indication points to the fact that the Soviet Union 
has most to lose by a contmuation of the world economic 
cnsis 

And this bnngs us back to the question that interests 
most acutely the creditors of the Soviet Union, namely, 
the current Soviet capaaty to pay I nsked the 
opiraon that the Soviet Union would continue to pay 
until the last gasp, and I wish now to give reasons why I 
thmk the last gasp is still rather remote Let us take 
the most unfav ourable figures that have been pubhshed, 
those of the Birmingham Bureau The Bureau esti 
mates that each year about two thirds of the total 
Soviet short term debt has to be repaid It estimates 
this debt at 855 million roubles for October 1931 This 
would indicate that the Soviet Union will have to pay 
back credits of a maximum of around 600 million 
roubles in 1932 But Soviet exports for 1931 were 
more than 800 million roubles, and there is no good 
reason for thinking they will sink much below this 
figure m 1932, if, indeed, they do not actually increase 
It may be recalled, for example, that m October 1931 
the world wheat market expenenced a sudden upspurt 
at the news that the Russians had been compelled to 
buy wheat in the London market It was predicted 
that the Russians were not only “ through ' and would 
export no more wheat this season, but would actually 
have to import grain to feed the population The facts 
are, though, that m thesucceedingmonths of November, 
December, and January, the Soviet Umon continued 
to export wheat, it is true in reduced quantities, 
but by the end of the first six montlis of the season 
begmmng August 1931 they had exported 1,988,108 
tons of wheat, or a hare 200,000 tons less than in the 
same pencyd of the record ytzx preceding The figures 
are those compiled by the Rei^sforschungsstelle fuer 
Landwirtschaftliches Marktwesen from the reports of 



33 ^ 


SOVIET ECONOMICS 


the London Gratn, Seed and Oil Reporter. This example 


that these h^res are approximately correct, and the 

odd 

... .It 

om- 

pelled to reduce its imports considerably. The New 
York Times correspondent in Moscow recently sent a 
dispatch to his newspaper indicating the possibihty 
that in 1932 imports wodd be cut as much as 40 per 
cent But the question that most concerns the Soviet's 
creditors is not whether imports wU be cut. It is 
whether the debt will be paid And the great, unique 
advantage possessed by the Soviet Union is that \>y 
reason of the Foreign Trade Monopoly it is possible at 
any tune, wth very little notice, to cut imports to fit 
the situation 

Aside from thisfundamental consideration thatshodd 
be of considerable satisfaction to the Soviet's creditors. 


This m spite of the fact that the Soviet State Bank 
alleges a gold backing of around 700 million roubles or 
350 miflion cfoiiars for 16 currency, ft ftas fiecome 
fashionable to look askance at this gold of the Soviet 
State Bank, and to regard its eastence with scepticism 
I am personally not sceptical of it, for one reason TTie 
most persistent element in Soviet politics is the fear of 
war This fear is so strong that it colours almost every 
foreign and inner pohtical move Is it logical to assume 
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that the men who harhoiir tha fear, and who are 
responsible for the Government’s existence, would fail 
to have provided a certain mihtary gold reserve ’ No 
matter how well provided for war a nation may be, it is 
always the case that upon the actual outbreak of war 
there are certam mihtary necessities to be provided if 
possible from abroad It seems unlikely that the 
Soviet Umon should have overlooked this provision 
And if the gold is there, whether to cover the currency 
or to provide for mihtary contingencies, there is every 
reason to beheve that it would be used also to avoid 
that other contingency only less economically disastrous 
than a possible war, namdy, a possible default 

The gold of the Peruvians was the temptation that 
led to their doom The gold of the Soviet Umon may 
be the protection of the Russians against the fate that 
overtook their ancient predecessors on the road to 
Communism 

Meanwhile the most interesting charactenstic of 
Soviet Foreign Trade appears to me to be that the 
efforts of this one section of human society to make 
itself independent of the rest of mankind have resulted 
m a closer dependence of the so-caUed Commumst 
world upon the so called capitalist world than ever 
About the future, only Marxist philosophers can be 
entirely certain If this sounds iromc I should hke to 
pomt out that during fourteen years none of the popular 
hurgeois predictions about the Soviet Umon has ever 
come true 
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